














THIS DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT 





Printed for the use of the Foreign Office 


SECRET 
(19431) 


FURTHER CORRESPONDENCE 


RESPECTING 


PERSIA 


January to December 1953 








TABLE OF CONTENTS 


‘TABLE OF CONTENTS 








No. and Name 


Date 


Suanect 


Summect 








Chapter I—General Correspondence 





Sir C. Steet 
(Washington) 

‘No. 2130 Saving 
(Telegraphic) 


United States Embassy 


Tehran 


United States Embassy 


Sir William Fraser 
‘Anglo-tranian Oil 
Company, 

Foreign Office 


Tebran, 


To Sir V. Mallet 
No. 31 
(Telegraphic) 
Sie V. Mallet 
No, 25 
(Telegraphic) 


‘To Sir R. Making 
No. 302 
(Telegraphic) 
Me. Fry, 
No. 15 


Tehran 


Sir R. Makins 
‘No. 75 Saving 

(Telegraphic) 

To Si R. Makins 

(Washington) 


Chancery, Moscow 








Increase in currency issue by the Bank Melli 


Telgram from the United States Ambassador, Tehran tothe 
United States State Department, giving draft for a pro- 
posed Persian communiqué . 


Broadcast by Tehran Radio on December 23, 1952 
Law restricting the entry of foreign nationals, 


Coprespogdence between President Ehenhower and Dr. 
Correspondence covers periods January 9 and 10 and May 
2 and July 3. 


Agreement between Iran and the United Kingdom for the 
‘eltlement of claims between the Government of Iran and 
the Anglo-franian Oil Company 


‘Telegram from the United States Ambassador at Tehran to 
the State Department conveying Dr. Musaddig’s reply 10 
the package” propomals Ttanded to him on Janusry'19, 
1 J 


Procédire to be followed with respect to the initialling of 
the draft Agreements connected with the Iranian Oil 
problem at 


Agreement by the Anglo-Iranian Ol Company 10 the new 

‘approach to Dr. Musaddiq : 

‘Anglo-American proposals fora settlement ofthe oil dispute 

Telegram from the United States Ambasador at Tehran to 
‘the Slate Department reporting on his talk with Dr 
Munaddiq on January 15, 1983 

Confirmation by the State Department of a report of « deal 


between Maly and Poland and that the ss. Miriella was 
Joading oil at a Persian port 3 


Rejection by Dr. Musaddiq of the Anglo-American proposals 
of January 15 ; counter proposals of Dr. Musaddiq. 


‘Summary of Events for 1952 


Telegram from the United States Ambassador at Tehran to 
the State Department reporting his conversation with 
De. Musaddiq on January 28, 1953 ze 


Tudeh Party activity. 


Anglo-American proposals of January 15: Change of 
Postion by Dr. Murad 4 ‘ 


Caspian Fisheries : Liquidation of the Soviet-tranian 
‘shety Company " franryba ‘ 


| Feb. 10 | United States views om iwo alternative moves 


United States Embassy | Feb, 15 


London 


(Telegraphic) 
To Sir R Making 
Nes 740 
(Telegraphic) 
Foreign Office Feb. 


United States Embassy | Feb 
London 


United States Embassy, | Feb, 
London | 


Foreign Office... | Mar, 
United States Depart- | Mar. 
ment of State 


To Sir R. Makins 


United States Embassy,| Mar. 
London 


18 | Rogues tote 


Memorandum communicated by the United States Embassy, 
London, on February 15, 1953, giving an, account of @ 
meeting between the United States Ambassador at Tehran 
and Dr. Musaddiq on February 14 


Consideration by the United Kingdom of American pro- 
Posals : threat by Dr. Musaddig to. sell’ Persian’ oll 
cheaply ; American argument that our failure to reach an 
‘agreement will undermine the oil price structure ; our 
propoals scoped by the Amedcant ax resonable and 

nal position 


| Refusal of Dr. Musaddiq to face up to our proposals 


Telegram from the United States Ambassador at Tehran 
‘ving & full report of his conversation with Dr. Musaddig 

| on February 200 

Compensation Agreement : Text of draft Aj 
to Dr. Musaddiq by the United States 
February 20 

Differences between Dr. Musaddiq and Kashani 

| Decision by the United Kingdom to stand by the proposals 
nade vo Dr. Musaddig ou February 20,1983 Proposals 

‘considered by. the Americans 10 be reasonable and fair 


‘American concer over the complaints of Dr. Musaddiq 


ats given 
imbassador on 





9 | Interview between Mr. Henderion and Dr. Musaddig = 
| Request by Dr. Musadaig for American aid “ 


| 
10 | Desire by Italian business men for the resumption of Persian, 


| oil purchases 


‘of State to make a statement regard- 
| ing the action brought by the Anglo-franian Oil Company 
in respect of Persian oil carried by the tanker Mirtella 


| 
19 Noe of a teeram rom the United Stes Ambassador a 


‘Tehran reporting a conversation with Dr. Musaddiq on 
| March 18 about United States aid to Pers 


2 | Rejection by the United Kingdom of a lump sum settlement. . 


7 | Notes of a telegram from the United States Ambassador at 
‘Tehran dated April 4, reporting a conversation with Dr. 
Musaddig on April 4 Slee cat Xm 


< April 11 | Reported Japanese barter deal with the Persians 


| April 


R Italian policy towards the oll dispute... 

















TABLE OF CONTENTS 


TABLE OF CONTENTS: 





Nant None | Dut 


No. and Name 


Suwiect 





1953 
Sir E. Dening April 13 
No. 408 
(Telegraphic) 


ToSir V. Mallet (Rome), April 22 
‘No. 150 Saving 
(Telegraphic) 


To Sie R. Making. April 22 
No. 482 - 


Sir Gladwyn Jebb | April 
330 


(Telegraphic) 


To Sir Oliver Harvey | Apri 
(Paris) 
No. 431 
(Telegraphic) 
Sir Oliver Harvey Apeil 
No, 181 
(Telegraphic) 
To Sie R. Makins .. | May 
(Washington) 
No. 1984 
(Telegraphic) 


Sir E. Denny ny 
ee vprih 
(Telegraphic) 


Department of State, | April 
‘Washington 


Mr. R. A. Butler May 
(Treasury) 

Hon. G. M. Humphrey | May 
(US. Treasury) 


Sir R. Makins May 
No. 995 
(Telegraphic) 
To Sir R. Making May 
(Washington) 
No. 2133 


(Telegraphic) 
To Sir R. Makins 
(Washington) 
No. 1656 Saving 
(Telegraphic) 
Sir E. Dening 
No, $27 
(Telegraphic) 
To Sir V. Mallet 
1% 


To Sic R. Makin 
‘Washington) 

No, 1936 Saving. 
(olegraphic) 


United States Embassy, | June 
London 


Japanese purchase of Persian oil 


Compensation to the Anglo-lanian Oil Company 


Persian oil and the world situation 

The risks of sales of cheap Persian oil ;” the scope and 
consequent effects of such sales ; factors influencing the 
resent world oil situation ; possible demand for Persian oil 


‘American oil companies and Anglo-Iranian’s Persian 
interests 


United States companies and Persian oil 


"Ntho Mara cave Japanese Government to discourage the 
Purchase of Persian oil 


United States support for the United Kingdom represen 
Laon o the Japanese Government regarding the purchase 
of oi from Persia, 


Exchange of mewages between the Chancellor of the Ex- 
‘chequer and the Secretary of the United States Treasury... 


Meld Eheower as arier: Suggestion by Dr 
Musaddiq. Kd 


Report on the present political situation in Iran prepared by 
the United States Ambassador at Tehran on May 


Text of the Japanese Government's aide-mémoire regarding 
the purchase by Japanese firms of Persian oil 


Dr, Musaddig’s suggestions for oil negotiations ; record of 
4 Cobversation with the Italian Ambassador on May 15 ; 
Sit Peron Dinon outines the United Kingdom point of 


Telegram from the United States Ambassador at Tehran of 


dane 2 reporting his convertion with Dr. Musaddiq on 
lay 


‘Address broadcast by Dr. Musaddiq on March 20, 1953 


Sir A. Gascoigne 
No. IIE. 


To Sir R. Makins 


(Telegraphic) 
No, 1482 
(Telegraphic) 


To Sir V. Mallet 
‘No. 210 Saving 
‘CFelegraphic) 


Sir N. Roberts 
To Sir N. Roberts 
(Tokyo) 


Washington 


To Sir R. Makins 
(Washington) 
307 


(Telegraphic) 
Sir N. Butler 
No. 172 
(Telegraphic) 
To Copenhagen 
No. 129 Saving 
(Telegraphic) 


To Sie R. Makins 
(Washington) 
No. 3268 
(Telegraphic) 
Sir R. Makins 
‘No. 1828 
(Telegraphic) 
To Sir aking 
(Washington) 
No BaD 
(Telegraphic) 


Washington | Aue. 


United States Embassy, | Sept. 
_.. London 
Sir R. Makins Sept. 
Ne 190 
phic) 
No. 1917 | Sept. 
(Telegraphic) | 


United States Embassy, | Sept. 


London | 


@ ‘Sic R. Makins Sept. 


Ne, 1924 | 
(Telegraphic) 
To Sir R. Makins .. | Sept. 
(Washington) 
479 


telegraphic 
Now. 3530 and A831 Sept, 
“(Télegraphic) 
Sir R. Makins Sept. 
Now 1961 and 1962 
(Telegraphic) 


| Soviet-Tranian trade agreement.. 


Decree by the Persian Government requiring all ships calling. 
at Persian Gulf ports to refuel there of to purchase sufficient 
oil to cover the distance sailed in Persian waters 


Publication of correspondence between President Eienhower 
and Dr. Musaddiq 


| Italy and Persian oil—barter deals 
Record of a conversation with Signor Corrias on July 9, 


Japan and Persian oil : Further transactions involving the 
Importation of Persian oi not to have the approval of the 
Japanese Government 


Tudeh Party activities 
‘Message from the Department of State for the press, 


Compulsory bunkers at Abadan 
Protests by a numb of Western nations 


Political situation 


| United Suites aid to Persia = Exchange of letters between 
General Zahedi and President Eisenhower 


| United States assistance for Persia 


Memorandum on Soviet-Iranian relations 


Meetings between the United States Government and the 
| United States of! companies 
| Reported American desire for the formation of an all. 
‘American company 10 buy out the Anglo-lranian ; United 
Kingdom proposals for a settlement, 








‘TABLE OF CONTENTS 





No. or Name 


‘Sumect 


TABLE OF CONTENTS: 








61 To Sir R, Makins 
(Washington) 
No. 999, 


€2 United States Embassy, 
London 
63. United States Embassy, 
London 
64 Sie Gladwyn Jebb 
‘No, 807 
(Telegraphic) 
65. SiR. Makins 
‘No. 2000 
(Telegraphic) 


67. Sir R. Makin 
No, 2067 


sick Ma 


No. 804 Saving 
(Telegraphic) 


66 To Sc R. Matins 
ington) 
Nese 
(Telegraphic) 


69 To Sir Gladwyn Jeb 
‘New York) 
No. 


27 
(Telegraphic) 


70 To Sic RMakine 
¢ ion) 
Nose 


(Telegraphic) 


71 Enstern Department. 
7 To SiR, Making 
¢ on) 
Na 010 
(Telegraphic) 
73 To Sir C. Scrivener .. 


77 Swiss Legation, London 





Conversation hetween the Acting Secretary of State and the 
United States Ambassador on September 14. 
‘The new Persian Government's wish for the delivery of a 

‘consignment of rails which they had ordered in Britain prior 

to the breaking off of diplomatic relations between the two 

countries. 

Conversation between General Zabedi and the United 
‘States Ambassador, Mr. L. Henderson idle 


Shah's concern at the weakness of the new Persian Govern 


Desire by the Shah to resume negotiations... 
American views on the future of the oil dispute 
Proposals for a syndicate 10 market Persian oil. 


opoal tbat the ternational traci te 
the faternational Bank shoul operate tie 
industry for a limited period. 


Report of elections for a new Majlis 


Desire by the Secretary of State for a resumption of diplo- 
matic relations, riage 


Message (o Mr. Dalles from the Secretary of State 


Message from the Shah to the Swiss Minister : Shah's desire 
to tenume diplomatic relations Pea a 


Considerations about an interim settlement 


Report by the Swiss Miniter of » mestape from the Shah 
the Shah to know if we would be in favour of 
iplomatic relations before beginning oil nepotis- 


Resumption of diplomatic relations with Persia 
Mc. Hoover's visit to Persia: Me fr the Us 
Suajes Sostay of haus fo Me Baan US 


House of Commons statement by the Secretary of State. 
Request to the Swiss Minister at Tehran to bring Mi. 
Eden's statement to the attention of the Shab. 





‘Shah's earnest desire to re-establish uM 
United Kingdom ee - =a 


No. and Name 


Suniéct 





1953, 
78 Washington Oct. 28 


79° SwissLegation,London Oct. 30 


‘© ToSirR.Makins .. Oct. 31 


8&4 To Sir R. Makins 
‘(Washington) 

No. 3814 Saving 
(Telegraphic) 


85 United States Embassy, | Nov, 
‘London 


9 EP 1015263 


91 To Sir Gladwyn Jebb | Nov. 
(New Yor) 
No, 1337, 
(Telegraphic) 


‘Substance of'a document which Mr. Hoover and Mr. Hender- 
‘son discussed with the Iranian Prime Minister and Foreign 
Minister in Tehran on October 21, 1953 Saal < 


Aide-mémoite handed to Mr. Eden by the Sig Minit 
Persian suggestion that an expert from the United Kingdom 
visit Tehran to discuss the basis for a reconciliation, 


Reply from General Zahedi to the message from the Secretary 
ofStaie eld ea TE 


Progress of Mr. Hoover's mission to Persia, 


Discussion with Me. Hoover : Minutes of « meeting held at 
‘the Foreign Office on November 4, 1953 aie 
Persian Government thought to be thoroughly confused in 

their thinking, wo have no coherent thoughts and to be afraid 

‘of public opinion. 


‘Communiqué issued by the Persian Minister for Foreign 
“Affairs on October 31 A é 3 
Persian hope that Mr, Eden's recent speech will open new 

chapir in fend relations between the United Kingdom 


Mage from Mi. Hoover tothe United States Ambassador 
in Tehran ; fy 
Message confirms the desire of the United Kingdom to 
rewume lle relationisa& Soon as possible ; min points 
outlined for an oil settlement. 


‘Aide-diémoire communicated by the United States Embass 
‘on November 12 Natalie 
‘Summary of statements made by the Persian Foreign 

Maier in connecion with the resumption of tiploratic 

tions. 


Resumption of diplomatic. relations ; United. Kingdom 
‘desire to help the Persian Government in their difficulties... 


Resumption of diplomatic relations + Persian proposals .. 


Resumption of diplomatic relations: United Kingdom 
‘beliet that negotiations should be conducted only by 
properly accredited representatives Ear 


Discussions between Mr. Hoover and the International Bank 


Persia: Quarterly Pola Report (uly to September 1953) 

Dr. Musadiiq loses popular support through high-handed 
behaviour ; attempt to end consitutional government ; 
failure of military plot ;, Musaddiq hesitates to put himself 
entirely in the hand of the Communists ; royalists succeed 
fn taking power due to lack of support for Musaddig from 
Communists and the Army ; considerable support still 
remains for Musaddiq ; help to new Government readily 
given by the United Staies ; policy of the new Government 
‘Sautious at home and abroad. 


United Kingdom proposal for a joint Anglo-Persian com- 
munique * Es F 
































TABLE OF CONTENTS: 





Sumecr 


TABLE OF CONTENTS 








Foreign Office. 
United States Embassy, 
London 


House of Commons .- 


Sir R. Makins 
No. 2583, 
(Telegraphic) 


United States Embassy, 
‘London 


United States Embassy, 
London 


To Sir R. Making. 
No, 1259 


TOMr. Eden 
(Bermuda) 
No. 103 
(Telegraphic) 


To Mr, Eden 
(Bermuda) 
Now 113 and 114 
(Telegraphic) 
ir, Eden 





s 


‘Suggested terms for a joint Anglo-Persian communiqué 
Report on the political situation 


Parliamentary Question: Mr. Fenner Brockway requests 
information from the Secretary of State coocerning 
recognition by the United Kingdom of the Persian 
‘nationalisation law 


International Bank and future oil operations. 


‘Comments on Mr. Eden's November 25 statement to Parfia- 
‘ment 


| Persian moves for a resumption of diplomatic relations 


‘Conversation between the Secretary of State and the United 

‘States Ambassador on November 30, 1953 

The Persian Government's idea ‘of sending to Her 
Majesty's Government a counterdraft of the proposed 
‘communiqué about the resumption of diplomatic relations 
between the two countries: paraphrase of the message from 
the United States Ambassador ia Tehran concerning this 
| Me. Eden's initial favourable reaction, 


Persian agreement with our proposed text for a joint com- 
munique 


‘United Kingdom statement on American asistance during 
the break in Anglo-Persian relations 


Joint communiqué for resumption of diplomatic relations 
| ublshed ty Her Majeniy’s Government and the Persian 
Government 
Desire of Her Majesty's Government to soive ofl dispute 
and to retum to normal position of traditional good 
friendship as soon as possible 


Resumption of Anglo-Persian diplomatic relations : Report 
by the Swiss Minister at Tehran recording talks with the 
Persian Government about the British diplomatic repre- 
sentation in Tehran (communicated by the Swiss Minister). 


United Kingdom railway equipment for Persia 


Policy of Her Majesty's Government in the re-establishment 
‘of Diplomatic Relations with the Persian Government 
Fair compensation wanted for Anglo-franian Oil Company; 

‘our wish that Persia does not do better out of her oil than her 

‘ncighbours ; future action to be concerted with United States 

Government. 


Resumption of diplomatic relations ; Presentation of 
credentials by Her Majesty’s Ambassador 





Mr, Wright 
No.6 
(Telegraphic) 
Now 12 14 and 1s 
C ) 
agen 
(Telegraphic) 
To Mr. Wright 
“Clehran) 


Eastern Department, 
Eastern Department 
Eastern Department 
Eastern Department, 


Eastern Department 


Date 


1953 


Dee. 


Dec. 


23 | Her Majesty's Ambassador's meeting with Shahrukh and 
Perron ; Shah's views on future relations 


29 | Discussion with Persian Minister for Foreign Affairs on the 
cil problem 
Persian desire for marketing to be done by consortium of 
foreign companies and refining by Persian company ; our 
desire was for return of Anglo-Iranian Company but this 
| solution not acceptable to Persian Government ; our two 
| basic principles fair compensation and a price to Persia for 
her oil equal to that of her neighbours. 


31 | The forthcoming Persian elections 

Great interest shown by the local press in the elections : 

absence of serious politcal parties deplored ; Government 

| confident that they can stage elections without bloodshed ; 

belie that Dr. Musaddig and exireme Nationalists will enjoy 
sore popular support than present régime. 


31 | Quarterly Political Report : October-December 1953 


‘Chapter I1-Persiaa Potitical Sammaries 


1983 


Feb, 
Mar 
May 
June 


Joly 


11 Political Summary : Period December 1952 to January 1953 
17 Monthly Summary = Period February 1953 

7 Monthly Summary : Period March-April 1983 

16 Monthly Summary : Period May 1953 

13 Monthly Summary = Period June 1953 


126 


130 











Sumect INDEX 


(The figures denote the serial 


A@nseMens, INITIALLING OFT. 

ANGLO-AMERICAN PROPOSALS —9, 12, 16. 
ANGLO-IHANIAN AGREEMENTS, DRAFTS OFS, 
‘Axovo-Inaxtan Jorst Communigue—91, 92, 99, 101. 


ANGto-TRANIAN Ont. COMPANY — 
‘Company's agreement {0 our new approach to 
Dr, Musaddiq-f. 


Bank Manuet, 
CasPLan Fists AigubeMent—17, 


CHANCHLLOR OF THE EXeNROUER— 
Correspondence with the Secretary of the United 
States Treasury—42. 


COMPENSATION AGREEMENT—23, 36, $0, 58. 
ConsontIUM, PROPOSALS FOR —107, 


Dirtomanc RELATIONS, Rwuwrnion oF, 74, 79, 
85, 46, 87, 88, 97, 102, 104, 105, 


Da, Musaoorg- 
His refusal to face up 10 our peaposals—21 
‘American concern over his complaints—26, 
His broadcast of March 204, 


Execrions—108. 


Porrios Narionnts— 
[Law restricting the entry of into Persia—3. 


Gevwnent Zaneor—62, 40. 


(nero SerTLEMeNT, Conpinanions ConcmmINO— 
67, 72, 89, 95. 


‘TALIA AMAASKADOR 18 LONDON 
‘Conversations with Sir Pierson Dixon=r46, $2. 


TrAan PoLicy—28, 
Javanese: COMMERCIAL POLICY —33, 35, 41, 45, 53. 
KASHANL, DIFFERENCE WETit Da. MusaDo1Ig—24, 
* Minumta *— 

Decision concerning her oil cargo—I1, 29. 
Ma. BRock Way 

Parliamentary Question by—94. 


numbers of the documents) 


Mx, Duties—70. 

Ma. Hoovm, Vistr-or 10 Pexsia— 
Ness Manu Case—40. 

Ow Prices, Worto SIrATION CoNcERNING—37. 
~ PACKAGE” PROPOSALS—6, 

POLITICAL SITUATION, REPORTS ON—I3, 44, 93. 
Pouricat Summaniis—110, 111, 112, M324 
Presper Eisexnowen—4, 43, $1, $7. 
‘Quanremey PouTIcAL RerowTs—90, 108, 

Raa Equirment ror Peasia—61, 103. 


"SECRETARY OF STATE 


Conversation with the United States Ambase- 
dor—98, 


Howse of Commons statement—76, 83, %. 


‘SHAN OF Pesta 
His desire 10_ resume normal diplomathe re- 
Tations64, 71, 73, 77, 106. 


New Persian Government, ‘his concer at the 
‘weakness of 63, 


SovnE-TRAMIAN REEATIONS—49, 39, 
SYNDICATE, MARKETING, FoR PERSIAN ONL—66, 
Tupmnt PaRty—lS, $4 


Unaren KiwaboM PROPOSAES FOR x Sk rudd 25. 
3 


‘Uximen States Ato —S8 


Unrrep Starts Aunassanon at Teta 
with Dr. Musaddiq—t0, 14, 19, 22, 


. 78, BI, 82, HA. 


Darren 'SraT AssraNce IN THE ON Neoon- 
ANIONS ~ 
United Kingdom statement concerning —100. 


Untrup Stari Onl Commantns—38, 39, 60. 
Untren States Pouicy—I8, 65. 
‘Usirep Staves Paorosats for A Strruatet—2, 20, 


FURTHER CORRESPONDENCE RESPECTING 
PERSIA—PART 7 


CHAPTER I-GENERAL CORRESPONDENCE 
EP uii/3 No. 1 
INCREASE IN CURRENCY ISSUE BY THE BANK MELLI 


From Sir C. Steel to Foreign Office 


(No. 2130. Saving Confidential) 
(Tetegraphiicd 

My immediately preceding telegram: Persia: Finance. 

The United States Embassy, Teheran, had hoped to be able to secure a confidential state 
ment on the increase in currency issue prepared by the Bank Melli, but instead the United 
States Treasury representatives Ghiandi and Norden were informed verbally, that the increase 
in issue since August 22 amounted to 1,500 million rials, of which $00 million had 
bbeen added to the note reserve, at present between 1,200 and 1,300 rials. “The 1,000 million 
Tials increase in currency mentioned in my telegram No. 2128 Saving is therefore assumed 10 
Tefer to an increase in currency actually in circulation, 

2. The same source also stated that the Government debt to the Banking Department 
was reduced by 1,000 million rials at the time the Bank Melli reserves were capitalised in 
arly October and this amount added to the Government debt, to the Issue Department 
Subsequently, the Government's revolving credit with the Bank Melli was raised from 1,000 
zillion to 2.500 million rials. The total of the Government debt is not yet available but some 
people believe it is probably close to 5,000 million rials, which is the legal limit. The Bank 
Melii is advancing 200 million rials monthly. mostly for the budget. which is charged 10 
this account. Another 150 million rials is being advanced monthly to the National Iranian 
Oil Company, probably $0 to 100 million rials to Plan Organisation, and additional amounts 
for the Teheran Water Supply and other public needs, but these advances are for the 
‘Government guarantee account. 

3. The source believes that knowledge of the increase in the issue is now fairly wide- 
spread and only politcal uncertainty and the possibilty of an ol setement and/or & lunge 

United States loan could dampen its inflationary effects, The source stated that the price 
rise has now started and is greater than Bank Melli indices indicate. ‘The Tudeh newspapers, 
for instance. are already criticising the Government for the rising cost of living, | Because o! 
the political situation, large amounts of currency are being hoarded. When the hourders 
decide to convert this to goods, marked inflationary symptoms are sure to arise 
_ 4. The United States Embassy add that these figures on Government borrowing are in 
fine with their own estimates. The substantial note reserve should enable the Government 
0 continue borrowing at the present rate beyond the 20 per cent. at present authorised under 
the full powers. However, now that the Government has cast off the monetary moorings. the 
Bank Mell is finding it harder to resist pressure from Plan Organisation, business firms, and 
the Treasury, and some believe that this portends an accelerated spiral—unless counter- 
Inflationary measures are taken, such as a substantial increase in taxation and mobilisation 
Df the gold reserve for exchange sales in the open market 


Washingion, 
January 1, 1953. 





EP 1531/18 No. 2 


TELEGRAM FROM UNITED STATES AMBASSADOR, TEHRAN, TO 
UNITED STATES STATE DEPARTMENT, GIVING DRAFT FOR 
A PROPOSED PERSIAN COMMUNIQUE (REFERRED TO IN 
WASHINGTON TELEGRAM No. 9 OF JANUARY 5) 


(Communicated by United States Embassy: January 6, 1953) 
Confidential) 
During my last two conversations with Musaddiq he has told me he might be compelled 
“0n short notice to make report to Majlis of our various conversations. He says he would 
like to make report of character which acceptable to me and has asked me if L could not give 
as hat I comekiee to be falc blot semnmary of nck converte He stressed he wished 
hese summaries to be drawn up in such way as to be helpful. I shall do my best to 
ving hi any somomarics uot we have proceeded further. Nevertheless i he preses ne L 
uld like to be able to hand him summaries of some kind o at least to be able to read them 
4to him so he will know that they are available. If I should give them to him I would insist 
-0n doing so only on understanding that he would not regard me as author but consider them 
48083 . 

















4s his own summaries. I have therefore teatatively prepared summaries of each our conver- 
sitions. I am submitting herewith for Departments examination summaries of past three 
conversations prepared by me, 1am anxious they should not contain anything which in 
opinion of Department would be unduly embarrassing. Department's comments would be 
‘appreciated 

1. Mr. Henderson called on Dr. Musaddiq on December 25 in order to inform latter 
regarding some of impressions which he had obtained in United States and to discuss various 
aspects of oil problem in light of what he had learned while in Washington. The Ambassador 
told the Prime Minister that the Government of the United States was extremely anxious that 
some solution of oil problem should be found in view its friendship for both Tran znd the 
United Kingdom ; of its desire that a dispute of this kind between two of its friends should 
not continue ; and of its belief that dispute should be settled in manner fair to both parties 
so that Tran Would again begin to receive oil revenues and Iranian oil would again begin to 
flow into world markets. 

2, The Ambassador said that highest officials of United States Government were 
devoting much time and thought to ways in which oll problem might be resolved. While he 
was in Washington possibility was discussed of problem being solved on a basis somewhat 
as follows: (A) Settlement of issue of compensation preferably on basis of arbitration before 
international tribunal such as 1.CJ. (B) Obtaining by Iran of assurance that franian oil 
begin again to flow into world markets in substantial quantities through conclusion with some 
establishment international oil marketing organisation of contract providing for purchase 
of Iranian oil in really substantial quantities annually over a fixed period of years and (C) 
‘Advance to Government of Iran immediately upon signing of an urbitration compensation 
agreement, of sufficient funds to enable it to meet its budgetary and other needs until such 
time as substantial revenues from oil would again begin to accrue. The Ambassador added 
that of course it was idea of official of Department that a settlement of this kind should be 
effected in such way that Iran would remain in control of its own oil industry. 

3. Regerding matter of sale Iranian ol the Ambassador said that it was general view 
in Washington that only international commercial organisation which would possess trans 
port and marketing facilities for handling really substantial quantities Iranian oil for some time 
fo come wax A,LO.C- and it was thought therefore that it would be advantageous to Iran 
following conclusion of an arbitration compensation agreement for Tran to enter into nego- 
ations with that company for purpose of assuring itself a substantial export of oil for period 
of years. ‘There was of cour no Kea that A.LOLC: would be gen monopoly of purehae of 
ran oil. 


4 With respect Yo plot tbe Acsbazeador aid that Unied Suites Goverament was 
bility 


exploring possibility of entering either dircetly or indirectly into an arrangement for purchase 
of considerable quantity of ofl from Iran immediately upon conclusion of arbitration com- 
pensation agreement. Idea was thet this purchase would be for not less than $100 million 
worth of oil and that peyment for it would b> advanced in such way that Iran would have 
sufficient funds to meet its current needs pending resumption revenues from sale its oi! abroad. 

$. The Ambassador said that he had been instructed by his Government to discuss 
matter frankly with the Prime Minister to ascertain from him whether in his opinion such 
settlement along these lines would be satisfactory to Iran. The Ambassador understood that 
his Government was also discussing this matter with the Government of the United Kingdom. 

6. The Prime Minister pointed out that he had already expressed willingness, subject of 
cut wo subsequent approval Mays, to ente into agreement for sein probfen of com. 
pensation by arbitration between Government of Iran and former company. He had already 
stated his willingness that LCJ. should act ax arbitrator. Re terms of reference for such 

tration Prime Minister said that Iran Government was willing set’e question compensation 
with former company by arbitration on basis any English law acceptable to former A.LO.C. 
which nationalised any industry. 

7. Ke.would be understood of course that arbitral tribunal would also examine all 
Iranian claims and counterclaims. 

8. In response to Ambassador's enquiry Prime Minister said that be. was agreeable to 
‘Ambassador's conveying to his Government willingness of Prime Minister to submit question of 
arbitration to L.CJ,on this basis. Prime Minister then enquired if he was eorrect in his under- 
‘standing that American Government was considering possibility of entering into purchasing 
‘contract either directly or indirectly of Iranian oi! which would provide Iran with funds (0 

its current needs immediately upon signing of an arbitration compensation agreement 
without awaiting conclusion of arrangements for Iran to sell its oil over term of years 
Ambassador replied in affirmetive. It was understood between Prime Minister and Ambas- 
‘sador that after Ambassador had consulted his Government re progress which had been made 
there would be further discussions between them, 

9. On December 31 Dr. Musaddiq and Ambassador again discussed varions phases of 
settlement of oil problem. “Ambessador ssid that he had received telegram from Washington 
stating that there was some difficalty involved in submission to LCJ. of a dispute between 
Tranian Government and A.LO.C. This difficulty arose from fact that Article 34 of charter 
of 1.CJ. provided that only States may be parties in cases before Court. Prime Minister 
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replied that his idea was somewhat as follows: “Either all judges of the LCJ. who are 
members of Court at time signature arbitration compensation agreement should be appointed 
as arbitrators or only the two judges who were members of Court when Anglo-Lraman case 
‘was heard, namely Mr. McNair and Dr. Sanjabi, should be appointed by both parties as 
arbitrators. These two arbitrators would appoint joint arbitrator. 

10, Incase Mr. McNair should be president of CJ. and he should preside over arbitral 
ttibunal, Iranian Government would have no objection and it would even be prepared to 
-Bive up ides of sending its special judge who had been appointed at time Anglo-lranian case 
was before LCJ. If any member LCJ. who would be member at time signature of 
compensation arbitration agreement, should leave court it would still be he who would act as 
arbitrator, not his successor 

11, Compensation arbitration agreement may be signed by British Government as 
Tepreseitative company. 

12. Following conclusion, arbitration compensation agreement American Government 
or some American firm shall advance at least $100 million and shall purchase oil afterward 
‘ntl such time as its account settled. These conversations shall not be valid until they have 
been approved by Malis 

13. The Ambassador stated that he would immediately inform his Government of Dr. 
Musaddiq’s views in this regard, ‘The Prime Minister and the Ambassador then discussed 
manner in which following conclusion of an arbitration compensation agreement Iran might 
make sure that Iranian oil would 2gain begin to flow into foreign markets and continue to 
flow in substantial quantities for a fixed period. The Prime Minister said that he was not 
Willing to enter into negotiations directly with former company immediately after conclusion 
‘of arbitration compensation agreement for sile to that company for term of years of substantial 
Quantities Iranian oil. The Prime Minister and the Ambassador decided to discuss that 
Problem in subsequent conversation. 

14, A further conversation took place between Dr. Musaddiq and Mr. Henderson on 
January 2, 1953. A portion of this conversation was devoted to problem of how Iran might 
be assured of resumption of substantial revenues from sale abroad of oil following conclusion 
‘of an arbitration compensation agreement, The Prime Minister stated that he was willing, 
Subject of course to approval Mejlis, to sign agreement for sale of definite quantity crude and 
refined oil over definite period years with an international organisation which former A.1.0.C 
may of may ot be participant or with United Stites company or agency. During 
‘sonversation Prime Minister made it clear that he would be willing to undertake in such an 
Agreement to sell substantial amount oil to. such an international organisation but that he 
‘Would not be willing give such an organisation monopoly on foreign purchasing Iranian, 

15. There was also further discussion re Iranian oil nationalisation taw and method 

Which any compensation which Iran might be found to owe should be paid off, The Prime 
finister’s position in this regard was as follows: 

~ After signing arbitration agreement 25 per cent. of proceeds of all sales abroad of crude 
‘il and products should be deposited in bank acceptable to both parties. Amount so deposited 
‘would be used s0 far as might be necessary to pay any compensation which might be found 
due former company. If there should be any balance left after payment compensation that 
balance would be turned over to Iranian Government. After decision arbitration board has 
been handed down and if Tran should still be found to be owing to former company. 25 per 
cent. of proceeds of sales abroad would be payable to former company until such time as 
fol! emount of compensation had been paid.” 

16, The Prime Minister said he hoped however regardless of his views with respect to 
‘method of payments of compensation that arrangements could be effected whereby Iran could 
‘be placed in on of at least $100 miltion accruing from purchase by American Govern- 
‘ment of Iranian oil 

17. The American Ambassador said he would present the Prime Minister's views to 
his Government adding that he had just received message from his Government indicating 
‘that United States Government agency which would be responsible purchasing at least $100 
million worth of Iranian oil might prefer to give Tran substantial pert of amount contracted 
‘for in cash immediately upon conclusion arbitration compensation agreement and sales con- 
tract agreement, and (o pay balance over a subsequent period of some six or seven months. 
Prime Minister indicated no objection to this arrangement. 
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BROADCAST BY TEHRAN RADIO ON DECEMBER 23, 1952 
(COMMUNICATED BY THE B.B.C.) 


The Law Restricting the Entry of Foreign Nationals 


Tehran, 
January 7, 1953. 

Article (I). The reappointment of those who have held any appointment in Persia 
prior fo the approval of this Law shall not be accepted. 

Note (1). ‘The Foreign Ministry may accept, provided that its action be approved by the 
Majlis Foreign Affairs Committee, the reappointment of persons who have worked during the 
tecm of their appointment of service in Persia for the improvement of relations between their 
‘Government and the Persian Government. 

‘Note (2). Foreign nationals who have a record of interference in the internal affairs of 
Persia shall be forbidden to enter Persia. 

Article (2), With effet from the date of approval of this Law, the establishment, of 
foreign consulates in any part of the country shall be subject to the proposal of the Foreign 
Ministry and the approval of the Majlis Foreign Affairs Committee. 

Article (3). The Ministry of Foreign Affairs is authorised to carry out this Law. By 
vie of the Law granting special powers dated ith August, 1952, the Law restricting the 
ceniry of foreign nationals composed of three articles and two clauses is hereby approved. 





EP 10345/20 No. 4 


CORRESPONDENCE BETWEEN PRESIDENT EISENHOWER AND 
Dr. MUSADDIQ 


wo 


His Excellency. 
‘The President Elect of the United States of America, 
General Dwight D. Eisenhower, 
Columbia University. 
‘New York City. 
Mr, President Elect: January 9, 1953. 

1 take this opportunity to convey to you the cordial congratulations of the Iranians people 
‘on your election to the high office of President of the United States and to wish you every 
success in the carrying out of the important tasks which that office imposes. 

1 dislike taking up with you the problems of my country even before you assume office. 
I do so partly because of their urgency and partly because | have reason 10 believe that they 
have already been presented to you by those who may not share my concer for the future 
‘of Iran anit its people. 

it is my hope that the new administration which you will head will obtain at the outset 
1 true understanding of the significance of the vital strugg’e in which the Iranian people have 
been engaging and assist in removing the obstacles which are preventing them from realising 
their aspinitions for the attainment of lomission} life as a politically and. economically 
independent nation, For almost two years the Iranian people have suffered acute distress ond 
much misery merely because a company inspired by covetousness and a desire for profit 
supported by the Bish Government as been codeavourig to prevent than Lom obtaining 
their natural and elementary rights. T 2m happy to say that during this strugele so injurious 
to the people of Iran the American people on many occasions have demonstrated their 
sympathy for the Iranian nation and an understanding of its problems. 1 personally witnessed 
many manifestations of this sympathy and understanding when I was in the United States. 
Unfortunately the Government of the United States while on occasions displaying friendship 
for Tran has pursued what appears to the Iranian people to be a policy of supporting the 
British Government and the former company. In this struggle it has taken the side of the 
British Government agsinst that of Iran in international assemblies. It has given financial 
aid to the British Government while withholding it from Tran and it seems to us it has given 
at least some degree of support to the endeavours of the British to strangle Iran with a financial 
‘and economic blockade. It is not my desire that the relations between the United States and 
the United Kingdom should be strained because of differences with regard to Iran. 1 doubt 
however whether in this day and age a great nation which has such an exalted moral standing 
in the world can afford to support the internationally immoral policy of a friend and ally 


merely in order not to disturb good relations with that friend and ally. ‘The Irinian people 
merely desire to lead their own lives in their own way. They wish to maintain friendly 
relations with all other peoples. The former company which for years was engaged in 
exploiting their oil resources unfortunately persisted in interfering in the internal life of the 
country. The Iranian people finally became convinced that so long as this company continued 
to operate within Iran its systematic interference in Iranian interne! life would continue. The 
Iranian people therefore had no choice other than to exercise their sovereign rights by 
ationalising thei oil and terminating the activities of the former company in Iran. The 
Iranian Government made it clear at the time of nationalisation that it was willing to pay 
fair compensation to the former company due consideration being given to such claims and 
‘counterclaims as Iran might have against the former company. The former company instead 
of entering into negotiations with Iran for the of determining the smount of com> 
pensation due took steps with the support of the British Government to create an economic 
and financial blockade of Iran with the purpose of forcing the Iranian people again to 
submit to the will of the former company and to abandon their right to exploit and utilise their 
‘own natural resources. It is my sincere hope that when the new Administration of which you 
are to be the head will come into power in the United States it will give most careful con- 
sideration to the Iranian case so that Iran would be able to attain its just aspirations in a 
‘manner which will strengthen the cause of world and will renew confidence in the 
determination of the United States to support with all its power and prestige the principles of 
the charter of the United Nations. 
T have, &. 


DR. MOHAMMAD MUSADDIO. 
Prime Minister of tran 


EP 10345/20 


His Excellency. 
Dr. Mohammad Musaddiq. 
Prime Minister of Iran, 
Teheran, Iran. January 10, 1933: 

Please accept my thanks for your kind greetings and felicitations. Likewise 1 am happy 
to have a summary of your views on your country's situation and T shall study those views 
‘with care and with sympathetic concern, I hope you will accept my assurances that T have 
inno way compromised our position of impartiality in this matter and that no individual has 
Attempted to prejudice me in the matter. This leads me to observe that I hope our own future 
relationships will be completely free of any suspicion. but on the contrary will be characterised 
by confidence and trust inspired by frankness and friendliness, I shall be delighted to receive 
either personally and directly or through established diplomatic channels at any time a 
<ommanicaton regarding you views on sny subject in which we may havea common interat 

With thanks for the kindly courtesy of your message andl with expression of my 
‘continued esteem. 

Sincerely, 
DWIGHT D. EISENHOWER. 
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MESSAGE FROM Dr. MUSADDIQ TO PRESIDENT EISENHOWER 
DATED MAY 28, 1953 


Dear Mr. President: 
in the kind reply which you sent to my message of last January you suggested that I might 
Yyou director through diplomatic channels of any views that may be of mutual’ ned 
in that message I had briefly referred to the hardships and privations which the Iranian 
People had undergone during the last two years in their efforts to attain their aspirations and 
‘also to the difficulties which the British Government has created for Iran in its support of the 
claims of an imperialistic company. 

have uring the few months that have elapse since the date ofthat message the Iranian people 
wve been suffering financial hardships and struggling with political intrigues carried on by 
fi spany and the British Government. For instance, the purchasers of 
been dragged from one court to another, and all means of propaganda and 
hhave been employed in order to place illegal obstacles in the way of the sale of 
Tranian ofl. Although the lalian and Japanese courts have declared Iranian oil to be free 
3nd unencumbered. the British have not as yet abandoned their unjust and unprincipled 
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“Although it was hoped that during your Excellency's administration attention of a more 
sympathetic character would. be devoted to the Iranian situation, unfortunalely no, change 
‘seems thus far to have taken place in the position of the American Government. 

Tn the message which the Secretary of State sent me from Karachi, he expressed regret 
that the efforts of the United Slates to contribute 10 the solution of the problem of compen- 
‘ation had thus far been unsuccessful. It should be recalled thet the Iranian Government was 
prepared to pay the value of the former Company's properties in Iran, in such amount as 
night be determined by the International Court of Justice. Itwas also prepared to accept the 
jursdiction of the said court with regard to the amount of compensstion 
Government would state the amount of its claim in advance and that claim would be within 
the bounds of reason. Obviously the Iranian Government also had certain claims agsinst 
the former Oil Company and the British Government which would have been presented at the 
time of the hearing of the case. . 

‘The British Government, hoping to regain its old position, has in effect ignored all of 
these proposals. 
"Asa result of sctions taken by the former Company and the British Government, the 
Iranian nation is now facing great economic and political difficulties. There can be serious 
‘consequences, from an international. viewpoint as. wel, if this situation is permitted to con 
tinue. If prompt and effective aid is not given this country now. any steps that might be 
taken tomorrow to compensate for the negligence of today might well be too late. 

We are of course grateful for the ald heretofore granted Iran by the Government of the 
United States. ‘This aid has not, however, been sufficient to solve the problems of Iran and to 
ensure world peace which is the aim and ideal of the noble people and of the Government of 
the United States. 

The standard of living of the Irenian people has been very low as a result of century-old 
imperialistic. policies, and. it will be impossible to raise it without extensive programmes of 
development and rehabilitation, Unfortunately the aid heretofore granted has been in 
principle primarily of a technical nature, and even in this respect the assistance needed has 
hot af times been accorded. For example, the Export-Import Bank which was to have 
Advanced Tran twenty-five million dollars for use in the sphere of zgriculture did not do so 
because of unwarranted outside interference. 

‘The Iranian nation hopes that with the help and assistance of the American Government 
the obstacles placed in the way of sale of Iranian oil can be removed, and that if the American 
Government Is not able to effect a removal of such obstacles, it can render effective economic 
‘assistance to enable Iran to utilise her other resources. This country has natural resources 
‘other than ol... The exploitation of these resources would solve the present difficulties of 
the country. This, however, is impossible without economic aid. 

In conclusion, 1 invite xcellency’s sympathetic and. responsive attention to the 

int dangerous situation of Iran, and I trust that you will ascribe to all the points contained 
In this message the importance due them. 

Please accept. &e 


DR. M. MUSADDIO. 


EP 10345/19 a 


MESSAGE FROM PRESIDENT EISENHOWER TO Dr. MUSADDIQ 
(not dated but delivered July 3, 1953) 


have received your letter of May 28 in which you described the present difficult situation 
in Iran und expressed the hope that the United States might be able to assist Iran in over- 
coming some ofits difficulties. Ln writing my ceply which bas been delayed until | could have 
fan opportunity to consult with Mr, Dulles and Ambassador Henderson, 1 am motivated by 
the ame spirit of friendly frankness as that which I find reflected in your letter. 

"The Government and people of the United States historically have cherished and still 
have deep feelings of fries for Iran and the Iranian people. ‘They sincerely hope that 
Iran will be able to maintain its independence and that the Iranian people will be sucessful 
in realising their national aspirations and in developing a contented and free nation which 
will contribute to world prosperity and peace. 

Tt was primarily because of that hope that the United States Government during the last 
two years has made earnest efforts to assist in eliminating certain. differences betweea Iran 
and the United Kingdom which have arisen as a result of the nationalisation of the Iranian 
Oil industry. It has been the belief of the United States that the reaching of an agreement in 
the matter of compensation would strengthen confidence throughout the world in the deter- 
mination of Iran folly to adhere to the principles which render possible a harmonious 
community of free nations : that it wou'd contribute to the strengthening of the international 
‘credit standing of Iran; and that it would lead to the solution of some of the financial and 
economic problems at present facing Iran, 
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The failure of Iran and of the United Kingdom to reach an agreement with regard to 
‘compensation has handicapped the Government of the United States in its efforts to help Iran, 
‘There is a strong feeling in the United States, even among American citizens most sympathetic 
to Iran and friendly to the Iranian people, that it would not be fair to the American taxpayers 
for the United States Government to extend any considerable amount of economic aid. to, 
Tran so long as Iran could have access to funds derived from the sale of its oil and oil products 
if'a reasonable agreement were reached with regard to compensation whereby the large-scale 
marketing of Iranian oil would be resumed, Similarly, many American citizens would be 
deeply opposed to the purchase by the United States Government of Iranian oil in the absence 
‘of an oil settlement. 

There is also considerable sentiment in the United States to the effect that a settlement 
based on the payment of compensation merely for losses of the physical assets of a firm which 
has been nationalised would not be what might be called reasonable settlement and that an 
agreement to such a settlement might tend to weaken mutual trust between free nations 
‘engaged in friendly economic intercourse. Furthermore. many of my countrymen who have 

cept themselves informed regarding developments in this unfortunate dispute believe that, in 
‘View of the emotions which have been aroused both in Iran and the United Kingdom, 
efforts to determine by direct negotiation the amount of compensation due are more 
likely to increase friction than to promote understanding. They continue to adhere 10 
the opinion that the most practicable and the fairest means of settling the question of compen- 
sation would be for that question to be referred to some neutral international body which 
‘sould consider on the basis of merit all claims and counterclaims. 

1 fully understand that the Government of Iran must determine for itself which foreign 
nd domestic policies are likely to be most advantageous to Iran and to the Iranian people, tn 
‘what T have written, I am not trying to advise the Iranian Government on its best interests. 
Tam merely trying to explain why. in the circumstances, the Government of the United States 
is not presently in a position to extend more aid to Iran or to purchase Iranian oi 

Tn case Iran should so desire, the United States Government hopes to be able to continue 
fo extend technical assistance and military aid on a basis comparable to that 
the past year 

note the concern reflected in your Jelter at the present dangerous situation in Tran and 
sincerely hope that before it i to late, the Government of Tran will ake such steps as ne in 
its power to prevent a further deterioration of that situation. 
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AGREEMENT BETWEEN IRAN AND THE UNITED KINGDOM 
PROVIDING FOR THE SETTLEMENT OF CLAIMS BETWEEN THE 
GOVERNMENT OF IRAN AND THE ANGLO-IRANIAN OIL 
COMPANY 

o 


From Forelen Office to the Hon. Walter S. Gifford 


{Confidential 
Your Excellency, 
Thave the honour to transmit 10 you herewith the drafts of: — 
(0) an agreement between the Government of Irn and the Government of the United 
‘ingdom providing for the settlement of claims and counter-claims between the 
Government of Iran and the Anglo-tranian Oil Company by internationsl 
arbitration ; 

(2) an exchange of letters between the two Governments for the regulation of certain 

questions connected therewith. 

‘These drafts follow the conclusions arrived at by myself and my colleagues with your 
Ercslleny and Me. Byroade in our fecent conversations, and have been, approved by Her 

tjesty's Government in the United Kingdom and by the Anglo-Iranian Oil Company. 

1 shall be glad if your Excellency will communicate these drafts as soon as possible ti 
ths, United States Ambassador at Tehran, together with the draft agreement between, the 
Had States Defense Materials Procurement Agency and the Government of ran. of which 

Majesty's Government and the Anglo-Iranian Oil Company have taken cognisance, and 


Foreign Ofice, 
January 14, 1933, 


oon Mr. Henderson to be instructed to present the three 
Use his best endeavours to secure that Government's agreement to them. 


Thave, &e. 


to the Government of Tran, 


ANTHONY EDEN. 
2 
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(Secret) 
Arbitration Agreement 

The Government of Iran and the Government of the United Kingdom: 

Desiring to bring about a settlement of all claims and counter-claims which have arisen 
between the Government of fran and the Anglo-franian Oi! Company and to submit the 
matter to international adjudication, to take place between the Government of Iran and the 
‘Company: 

Conscious, however, of the fact that. under Article 34, paragraph 1. of its Statute, the 
International Court of Justice can only entertain cases of which States are parties: 

Have agreed that the said claims and counter-claims shall be referred to international 
arbitration between the Iranian Government on the one hand, and the Anglo-lranian Oil 
Company on the other. in the menner provided by. and before a Tribunal constituted as 
specified in, Parts I and IL of the present Agreement, and that the arrangements for the pay- 
ment of any balance due from either Party to the other in consequence of the award of the 
Tribunal shall be those set out in Part IIL: 

Part t 

1. (a) The above-mentioned claims and counterclaims shall be referred to a Tribunal 
consisting of those members of the International Court of Justice who hold office as Judges 
of the International Court of Justice on the date of the conclusion of the present Agreement. 
together with the Iranian Judge ad hoc who was designated to sit on the International Court 
‘of Justice in 1952; provided that the number of members of the Tribunal so constituted shall 
hot be fewer than the number of Judges (including the Iranizn Judge ad hoc) which made up 
the bench of the International Court of Justice in July, 1952, for the hearing of the preliminary 
issue of jurisdiction in the Anglo-lranian Oil Company case. In the event of the resignation 
‘or retirement of any Judge from the International Court of Justice, such Judge shall continue 
to sit on the Tribunal in his unofficial capacity. In the event of the death, incapacity. or 
‘withdrawal from the Tribunal of any member, the remaining members of the Tribunal shall 
proceed 0 adjudicate the ease, The Tribunal shall select its President, and shall take its 
decisions, and give its award, by a majority vote 

(b) If the Tribunal cannot be constituted as set out in sub-paragraph (a) above, the matter 
shall be referred to a Tribunal composed of the folowing Judges of the Court acting in a 

ivate capacity, and assuming they 2re willing so to act: that is 1o say the United Kingdom 
Jodge, the Iranian Judge ad hoc, above referred to, 20d any other three Judges agreed upon 
between the United Kingdom and Iranian Judges: or. if they are unable so to agree within 
two months from the date on which the present Agreement has been communicated to the 
Court as provided in Article 11 hereof, any three Judges designated after consultation with 
the United Kingdom and Iranian Judges by the Vice-President of the Court, who shall in any 
‘case designate one of the three additional Judges to act as President of the Tribunal. In the 
event ofthe death. incapacity, or withdrawal from the Tribunal of the United Kingdom Judge, 
the Angloranian Oil Company shall have the option of designating a substitute member of 
the Tribunal; in the event of the death. incapacity. or withdrawal of the Iranian Judge 
‘ad hoc. the Government of Iran shall have the option of designating a substitute member. In 
the event of the death, incapacity. or withdrawal of any of the remaining members of the 
Tribunal, a substitute member shall be designated by means of the same processes by which 
hhis predecessor was designated. In the event of the death, incepacity, or withdrawal from 
the Tribunal of its President, his successor (who shall replace him as President) shall be 
designated by the Vice-President of the Internatiooal Court of Justice. The Tribunal shall 
take its decisions, and give its award. by a majority vote. 

(@) It the Tribunal is not constituted in one of the foregoing ways, the matter shall be 
referred to x Tribunal consisting of five eminent jurists from outside the Court, to be 
nominated after consultation with the Parties and with the Court by the Vice-President of the 
Court. who shall also designate one of them to act ax President of the Tribunal. In the event 
of the death, incapacity, or withdrawal of any member of the Tribunal, a successor shall, by 
the same process, be riominated by the Vice-President of the Court, The Tribunal shall ta 
its decisions. and give its award. by a majority vote. 

2, The function of the Tribunal shall be: — 

11) to determine the sum required to provide fair compensation to the Anglo-Iranian 

Oil Company for the loss ofits enterprise in Iran as the result of the Iranian Oil 
Nationalisation Laws of March and May. 1951; and for that purpose. the 
‘Tribunal shall employ the principles applied for the purpose of determining the 
compensation awarded under any United Kingdom Law which the Company 
may specify, nationalising any industry in the United Kingdom: 

(2) to determine the validity of all counter-claims which the Iranian Government may 

have against the Anglo-Iranian Oil Company, and the sum required to meet them. 

3. In determining the metters specified in Article 2 above, and subject to the provisions 
‘of that Article, the Tribunal shall give its decision in accordance with international taw, 
applying — 

(@) any relevant international conventions by which the Governments of tran and the 

‘United Kingdom are both bound : 


(b) international custom, es evidence of a general practice accepted as law; 

(c) the general principles of law recognised by civilised nations ; 

(@) judicial decisions and the teachings of the most highly qualified publicists of the 
various nations, as subsidiary means for the determination of rules of law. 


4. The decisions of the Tribunal shall be definitive and ‘binding on both the Parties to 
the arbitration (hereinafter called the Parties), and the Tribunal’s award, which shall be 

terms of sterling, shall be regarded as a full and final settlement of all claims and 
counter-<claims of the Parties. 


Part 11 


S._ If the Tribunal is constituted in the manner specified in Article 14a) ot 1(b) hereof, 
its procedure land all matters incidental thereto) shall, mutatis metandis, 2nd so far as deemed 
appropriate by the Tribunal, be the same as that provided for the International Court of 
Justice by its Statute and Rules of Court, 


6. If the Tribunal is constituted in the manner specified in Article 1c), it shell (subject 
{0 the terms of the present Agreement) settle its own procedure. but shall in any case apply 
the following provisions: 

{a) As soon as possible after the coming into force of the present Agreement, and after 
the nomination of the Members of the Tribunal as. provided in Article 1c) 
hereof, the President of the Tribunal thereinafter called the President) shall. in 
consultation with representatives of the Parties. as designated by them. determine 
the procedure for the exchange of written pleadings between the Parties (number. 
‘order and timeimits, &c) and for their transmission to the members of the 
Tribunal, 

1b) As soon as possible after receipt of the last of the written pleadings. the President 
shall, after consultation with the other Members of the Tribunal and with the 
representatives of the Parties. name the date and place for the oral hearing and 
determine the order in which the arguments of the Parties are to be presented. 

(¢) The Tribunal shall give its award as soon as possible after the close of the oral heari 

(d) The Tribunal shall hold such sittings, whether for private deliberation or for hearing 
‘the Parties, as it may consider necessary for the carrying out of its functions under 
the present Agreement. 

(e) Subject to the provisions of Article 7 below. the President shall make all the necesssry 
formal arrangements in connection withthe sittings of the Tribunal (premises, 
and interpreting, clerical and stenographic staf. 

(f) The languages of the Tribune! shall be English and French, The written and oral 
pleadings and statements of the Parties may be drawn up or presented in. either 
Tanguage. and the arrangements for trans'ation and for the interpretation of 
speeches shall be determined by the President in consultation with the other 
‘Members of the Tribunal and the representatives of the Parties 


‘7. Whatever the character of the Tribunal, each of the Parties shall bear its own costs 
Of the arbitration. The expenses of the Tribunal shall be borne by the Parties in equal shares. 
Any question relating to the fees, expenses and allowances of the President, end of the other 
Members of the Tribunal, and all matters incidental thereto such as the time and method of 
Payment, shall be determined by the Parties in consultation with the President. 


Part It 


8, Any balance duc by either of the Parties to the other in consequence of the award 
‘of the Tribunal shall be paid as follows: at 

() Any balance due from the Iranian Government to the Anglo-Tranian Oil Company 
shall be discharged by payments in cash in sterling, to the credit of the Company, in 
aa bank designated by the latter, of 25 per cent. of the receipts from all sales of oil 
and oil products exported from tran ; or. if'so agreed between the Iranian Govern- 
ment and the Anglo-Iranian Oil Company, by deliveries of oi! to the Company in 
such quantities and over such period of years as shall be mutually etermined by 

(2) If a balance is due from the Anglo-Irenian Oil Company to the Iranian Government, 
‘it shall be discharged by payments in cash in sterling to the credit of the Iranian 
Government with a bank designated by the latter of such amounts over such 
Period of years as shall be agreed beiween the Iranien Government and the 
‘Company ; or, in default of such agreement, in such amounts over such period of 
years, as shall be determined by an arbitrator appointed by the Vice-President of 
the International Court of Justice, 


9. Pending the award of the Tribunal, 25 per cent. of the receipts from all sales af oil 
oil products exported from Lran shall, unless another currency is agreed between the 
it of Iran and the Anglo-franian Oil Company, be deposited in sterling in a trust 
‘Glowt with a financial institution or trustee bank to be agreed upon between the 
iment of Iran end the Company, or, in default of such agreement, to be specified by 


and 
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the Vice-President of the International Court of Justice, and shall await the eward of the 
Tribunal. Any balance remaining in the trust account after the discharge of the award shall 
be paid to the Government of Iran. 

10... Any amount still outstanding under Article 8(1) or 82) above. one year after the 
date of the award of the Tribunal, and thereafter from year to year. shall carry interest at a 
rate to be agreed between the Iranian Government and the Anglo-Iranian Oil Company, or, 
in default of such agreement, to be determined by an arbitrator appointed by the Vice 
President of the International Court of Justice. 


Part Vv 

11. The present Agreement shall be subject to ratification and shall come into force 

immediately upon the exchange between the Governments of Iran and the United Kingdom of 

their respective instruments of ratification. The Agreement shall thereupon be communicated 
to the International Court of Justice. 

In faith whereof the undersigned Plenipotentiaries have signed the present Agreement. 


a 
LIFTING OF EMBARGO, TANKER IMMUNITY 


United Kingdom—Iranian Exchange of Letters 
(Secre) 1. United Kingdom Letter 
Your Excellency, 

T have the honour to inform you that, following on the entry into force of the Agreement 
between our two Governments for arbitration in the oil dispute, the Anglo-tranian Oil 
Company will offer no further objection to the export and sale abroad of Iranian oil and oil 
products, 

2 Iranian Letter 
Your Excellency, 

1 acknowledge receipt of your Excellency’s letter of today’s date informing me that 
following on the eny into force of the Agreement for arbitration ya the oll dispule, the Anglo 
Iranian Oil Company will offer no further objection to the export and sale abroad of Iranian 
oil and oi products. ‘ 

Thave the honour to inform your Excellency. in connection with such exports and sales. 
that my Government and the National Iranian Oil Company for their part will offer no 
impediment to the complete freedom of entry to. loading in, and departure from. Iranian 
Ports and waters, on the part of all tankers or other vessels concerned with traffic in oil or 
oll products, irrespective of nationality or ownership: and that they will also use their best 
endeavours to falta al por, ahipping and otber arrangeinents necessary forthe resumption 
of the flow of Iranian oi and oil products to world ma 





EP 1531/72 No. 6 


TELEGRAM FROM THE UNITED STATES AMBASSADOR AT TEHRAN 
TO THE STATE DEPARTMENT CONVEYING DR. MUSADDIQ’S 
REPLY TO THE “PACKAGE” PROPOSALS HANDED TO HIM ON 
JANUARY 15, 1953 


(Communicated by the United States Embassy on January 18) 


(Confidential) 

‘There is set forth below translation of document in Persian language handed to me today 
by Dr. Musaddiq in reply to “ package ” proposals which I gave him on January 15. 

“Table of Contents. 3 

Concerning the drafts of three agreements attached to the covering memorandum the 
Iran Government's position is expressed in four parts: 

First. 

With reference to the t between the United Kingdom and the Iran Government 
relating to the method of settlement of the claims of the oil company and the Iran Government. 


‘Second, 

Concerning the exchange of letters attsched thereto, 
‘Third. 

Concerning the draft of agreement for the sale of oil. 





Fourth. 
‘Conceming the agreement for the sale to an international company. 


Part 1. 

Agreement relating to the settlement of claims for compensétion to the oil company and 
of claims of the Iran Government. 

Here follows the Iran Government's position with regard to the draft of arbitration 
agreement: 

(1) With reference to the three ls concerning arbitration of the question of com- 
pensation and counter claims by all the judges of the International Court of Justice, including 
the Iran judge (ad hoc) or by & number of them; or in the event neither of these two ways 
should be practicable, through arbitration by five eminent jurists to be designated by the Vice 
President of the International Court of Justice, the Iran Government has always held the 
Position that in accordance with the principles of international law, Iran courts are the 
courts to examine such cases. However, inasmuch as this is not acceptable to the British 
Government and the oil company, and inasmuch as the Iran Government desires to terminate 
the oil dispute, it is prepared to have the company’s claims for compensation and the Iran 
Government's claims settled by a judgment of the International Court of Justice. In case & 
judgment by the said court should be impeded by the fact that the International Court 
examines only cases between States, the Iran Government, to remove this impediment, agrees 
that the said claims be considered by the International Court with the Iran Government and 
the United Kingdom as parties to the litigation, in order that the said court may proceed. with 
‘examination and judgment in accordance with its own statute and rules of court, ‘The question 
of arbitration is therefore excluded 

(2. Part | paragraph 2 of the said draft relating to the function of the court is modified 
as follows: 

The Iran Government agrees that comper 
instalments on account of losses caused the oil com; nationalising 
Iran oil approved March and May 1951 should be ith one of the 
laws, to be selected by the oil company. nationalising industries in the United Kingdom, 
enacted and enforced prior to the laws nationalising the Anglo-lranian Oi! Company. 

(3), With this arrangement there would therefore be no further need of the provisions of 
Part IT relating to the rules of procedure and other matters with regard to judicial wages, etc. 

(4), Part 111 conceming the draft of agreement for the method of payment of debts and 
compensation to the company and the Iran Government is modified as follows: 

(a) If in accordance with the verdict of the International Court of Justice, the Iran 
Government should be indebted to the company, the method of the payment of 
instalments should be as follows: 

‘Out of the funds that have accumulated by that date as a result of the deposit 
of 25 per cent. of the net proceeds of sales of oil in conformity with the law 
rationalising the oi industry 

By delivery of refined and crude oil under a contract mutually agreed to, 

If this wmihpys* should be inadequate for payment of the Inin Government's 
debts, so long as the said debts have not been paid, interest shall be payable at 
‘rate to be determined by the LC} 

(b) In the event that by verdict of the CJ. the compatiy should be found indebted to the 
Jranian Government and the company should be unable to pay its debts in con- 
formity with the said verdict. it shall pay interest to the Iranian Government 2% 
provided in paragraph (a. 

(5). Part IV of the draft agreement is agreeable. 


Part 2, 
Exchange of letters. 


With regard to the drafts of lentes to be exchanged between the United Kingdom and the 
Iranian Government fol'owing the signature of agreement relating to the settlement of claims, 
the Iranian Government believes that there is no need for exchanging said letters, 

Part 3. 

Draft of agreement releting to oil transaction is modified as follows 


Heads of agreement between the Iranian Government and the Government of United 
‘States or an American commercial company for sale of oil 


() After the agreement is signed between the United Kingdom and the Traian Govern: 
‘Ment concerning the claims for compensation to the oil compeny and the Iranian Government's 
Glaims to be referred to the 1.CJ., the United States Government or an American commercial 
Company shall immediately advance the Iranian Government the sum of $$0 million against 
the value of Iranian oil products and crade oil which will form the subject of an agreement 
to be concluded in accordance with the following principles: 


* As received, 
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(2) The Government of the United States of America or an American commercial 
company, hereinafter to be called purchaser, shall enter into a contract with the Iranian 
Government or with the National Iranian Oil Company. hereinafter to be called seller, for 
the purchase of a quantity of Iranian oil products and crude oil equivalent to 65 million 
dollars. 

G) Of the purchase price of the oil products and crude oil delivered to the purchaser 
under the sai contact, afer deduction of 30 per cent. which for the me being iz computed 3s 
expenses of production, 25 per cent, shall be deposited in escrow in the Federal Reserve Bank 
‘of New York to be disbursed in accordance with the verdict issued by the LCJ.. The balance 
of the purchase price shall be paid by the purchaser to the seller after the coniract is signed. 

‘ay The purchaser and seller shall agree on a schedule of shipments with due regard to 
the availability and quality of oil and crude ol which should be shipped according 
to the schedule, und on the sutablity of port loading and other essential facilites. 

(8) The price of refined oil products to be delivered 10 the purchaser against the above 
sum shall be the medium (or average) United States Gulf price minus 35 per cent. reduction, 

In case it should not be to deliver refined. products in sufficient quantity. the 
Iurchaser shall have the option to take delivery of crude ol forthe remainder with the same 
discount from the present Persian Gulf post i : 

(6) Delivery of oil under the sale contract shail continve until the account of 65 million 
dollars is liquidated. : - 

() This agreement is binding on both parties and both parties agree to work out the 
details for the implementation of the princip'es mentioned in this agreement, 

Part 4. 

‘Agreement for sale to an international company. sim 

Its agreed that the National trian Oi! Company shall ener into negotiations with an 
international company registered outside Iran and the United Kingdom for the conclusion of 
commercial agreement relating to the sale of oil products end crude oil in substantial 
quantities and over period of years mutually agreed upon, The Ango-ranian Oi! Company. 
which exists outside fran, may’ also be included in the said international company. 


EP 1531/80 No, 7 


PROCEDURE TO BE FOLLOWED WITH RESPECT TO THE 
INITIALLING OF THE DRAFT AGREEMENTS CONNECTED WITH 


‘THE IRANIAN OIL PROBLEM 


Hon. Walier S. Giord to Mr. Eden 
Poe January 15, 1953. 
" T have the honor to acknowledge the receipt of your note of January 14, 1953, setting 
forth yout wndersnding ofthe procedare which wil be flowed Yo Tena aad Loncon with 
respect to the jnitialling of the draft ents connected with the Iranian oil problem. 

In accordance with your suggestion, 1 last evening communicated to Ambassador 
Henderson in Tehran the text of your note, together with my confirmation that my under- 
standing of the arrangements acconds with that of your own, 

Please accept. &e. 
WALTER S. GIFFORD. 





EP 1531/95 No. 8 


AGREEMENT BY THE ANGLO-IRANIAN OIL COMPANY TO THE 
NEW APPROACH TO Dr. MUSADDIQ 


Sir W. Fraser to Mr. Eden 
Britannic House, 
hamlet 
15, 1953. 
Dear Mr. Eden, _ Fanuary 15, 

With reference to the discussions which have been taking place during the past few days 
in connection with a new approach to Dr. Musaddig, I write to say that, having regard to the 
‘way in which the Persian dispute has developed, my Bosrd is in full agreement with this new 

1. Which is embodied in the documents which the United States Ambassador in 
‘Tehran has been asked to hand to Dr. Musaddiq 

May 1 also record my appreciation of the opportunities which have been afforded to my 

‘Company for full consultation with Her Majesty's Government throughout these discussions. 
Yours sincerely. 
W. FRASER, 





No. 9 


ANGLO-AMERICAN PROPOSALS FOR A SETILEMENT OF THE 
OIL DISPUTE 


(No. 21 Intel, Confidential) Foreign Office, 

Persian Oi January 17, 1983, 

The joint proposals contained three elements: 

(a) Impartial arbitration on claims and counter-claims, 

(b) Opening of commercial negotiations, 

4c) United States finencial aid to Persi 

Afier an interval of three months indications were received through the United States 
Government that Dr. Musaddig might be wi'ling to discuss a settlement on terms acceptable to 
Us. Intensive discussions have taken place between him and the United States Ambussador 
‘at Tehran, and between Her Majesty's Government and the United States Government, rep- 
fesented by Mr. Byroade in London. The position now is that if Dr. Musaddiq really wants 
& settlement Her Majesty's Government and the United States Government may be able to 
conclude agreements with him within the next few days on the foliowing lines: 

(a) Arbitration 

We have agreed thet Mr. Henilerson should propose fo Dr. Musaddig that we ask the 
International Court to decide between three alternatives: o 

{) The Court to constitute itself as an ad hoc arbitral tribunal, including the same judges 
and not less) as sat in June 1952 to hear the preliminary issue of jurisdiction, 

(ii) The United Kingdom judge and the Persian ad hoc judge to select three other 

‘members of the Court and so constitute and arbitral tribunal, 

Aiil) The Vice-President of the Court since the President is the United Kingdom judge) 

to appoint a panel of five arbitrators from outside the Court. 

The parties to the arbitration will be the Persian Government and the A.LO.C. It is 
Provided that the Arbitral Agreement must be signed by Her Majsty’s Government. As a 

st resort we would agree to a signature by" Her Majesty's Government on behalf of the 
AL.O.C” (but this is not at this stage being mentioned to the Americans.) 

2. The terms of reference for arbitration invite the tribunal to determine the sum 
required to provide fair compensation to the Anglo-Iranian Oil Company for the loss of its 
enterprise in Iran and for that purpose to employ the principles applied in determining com- 
Pensation under any United Kingdom Nationalisation Law which the company may specify ; 
nd to determine the validity of all Persisn counter-claims and the sum required to meet them 
The Company can thus, if they wish, require the Court to apply the principles of the Coal 
Mines Nationalisation Act of 1946 under which the loss of future profits was taken into 
account 

3. Commercial Negotiations 

We have agreed that there shall be an organisation or company of an international 
character (to be referred to as the International Company) which would include the A.1.O.C. 
‘and be constituted outside the United Kingdom or Persia, An Agreement between the 
Defence Materials Procurement Agency (D.M.P.A) and the Persian Government. (ce 
Paragraph 4 below) will contain a Persian commitment to enter into commercial negotiations 
for a sales contract with the“ International Company "as soon ay itis constituted 

4. United States Financial Assistance 

The United States are prepared to give Persia $100 m. by way of advance payment for 
ll to be delivered to the D.M.P.A. The D.M.P.A. Agreement comes into force simultancously 
With the entry into force of the agreement on arbitration and provides for an immediate 
Advance of $0 m. the remaining $50 m. will be paid i monthly instalments of $10 0, 
beginning when schedule of shipment has been drawn up and when D.M,P.A. is assured as to 
quantity. quality, and loading facilities. The Persian commitment referred to in paragraph 

above will enable the United States to withhold the later instalments if Persia is not 
honouring the Agreement. 

S. We hope but are not yet certain that there will be an exchonge of letters under which: 

(a) Her Majesty's Government will declare the embargo lifted ; 

(6) The Persian Government will undertake not to seize any tugs, dredgers, tankers, etc. 

‘belonging to the A..O.C. which may have to enter Persian waters before or after 
‘the conclusions of the commercial contract, It is, of course, superfluous. 10 
provide formally for raising of the embargo, but our Note would provide a con- 
venient way of eliciting the undertaking which we require from the Persians, 

6. ‘The latest news is that the United States Ambassador at Tehran had a sevenhour 
interview with Dr. Musaddig on January 15 and expects to resume discussions on January 
17. If agreement can be secured we shall arrange for our Plenipotentiary to reach Tehran 
‘and for the necessary formalities to be concluded as rapidly as possible. 

ives g: The foregoing is for your own information only. My immediately following Intel 
fives guidance on publicity in the event of settlement being reached. . 


Bist United Kingdom Delegation, New York, please ensure that this is seen at once by 
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EP 1531/69 Nowl0 


TELEGRAM FROM THE UNITED STATES AMBASSADOR AT TEHRAN 
‘TO THE STATE DEPARTMENT REPORTING ON HIS TALK WITH 
Dr. MUSADDIQ ON JANUARY 15, 1953 


(Communicated by the United States Embassy on January 18) 
(Confidential 

The following message dated January 17 is from Ambassador Henderson. 

1. In this message 1 shall try to give a resumé of my 7-hour talk with Musaddiq on 
January 15. 1 shall, in so far as I can, avoid enlarging on the details of that conversation. 
Nevertheless, [hope that this account will convey a fairly accurate picture of what happencd. 

2... In the course of the introductory remarks which we exchanged {stressed that I felt 
that what we were about to do and say are of the utmost importance ; the documents which 
We Were to consider were the result of an enormous amount of effort by the United Kingdom 
Foreign Office, other United Kingdom Government Departments. the United: States State 
Department and the American Embassies in London and Tehran. The texts bad. been 
worked out with the thought in mind of conforming with the views which Musaddiq had 
conveyed 10 me in the course of our various talks. In places, they might appear verbose but 
‘occasionally a considerable number of words are required to describe situations of 2 compli- 
cated nature and to make provision for different contingencies. 1 suggested. that the best 
manner of proceeding would be to Took at all the texts in a preliminary manner and sub- 

ently to make a detailed examination. In the course ofthe preliminary review. 1 would, 
it he so desired, attempt to explain the meaning of any parts which he did not understand or 
to explain why certain provisions were incorporated. is 

3. Musaddiq began to examine the texts in the order in which I presented them. He 
read the Posen bt of te coveriog eesoranons Slowly and carefully, He said that be was 
surprised that it mentioned an ‘at between the Government of the United Kingdom 
and the Government of Iran. He stated that he felt he had indicated clearly in the first of 
ur talks tate was unwilling to sign an agresment for srbiration with the Government of 
the United Kingdom as such. He was willing only to sign with the former company ” or 
wild tbe Govorsment ot the United Kingdom tig on te bebal i replied thatthe British 
Government were aware of his views on this matier, that the British Government had 
earlier the strong feeling that not only should it be a party to the arbitration agreement but 
Aso to the proceedings: that asa concesions to is views it had nally agreed that although 
the United Kingdom would sign the agreement. the A.LO.C. would be the party to the 
arbitration proceedings. L added that it was difficult to adduce sound reasons why the 
United Kingdom Government should not sign the arbitration agreement. It is the practice in 
international relations for Governments to sigh agreements of this nature rather for a private 
party to sign with a Government. I knew of no case in which a Government and a private 
company had negotiated and signed an arbitration agreement to determine the amount of 
‘compensation for losses resulting. from nationalisation. 1 understood, for example, that the 
agreements (garble—in the ease of Mexico?) to compensate the British and American 
‘companies for losses resulting from the Mexican nationalisation laws had been signed by the 
interested Governments. The United Kingdom held the conception that, because of its duty 
to protect the interests of its nationals abroad. it is its responsibility to be a party to an 
agreement of this nature, Moreover, it is not the custom for Governments to enter into 
agreements of this kind on behalf of its nationals. It would be very much contrary to 
ppructice for it to act as the agents for its nationals in such circumstances. Musaddiq replied 
that there was no point in continuing if the British continued to take this position. It was 
impossible for him ever to admit that the British Government was in.any way a party to the 
dispute between the former company and Iran. T made the suggestion that we should 20 
on with our examination of the other texts and leave this issue for the present. We might 
‘alse this point with London again if we found ourselves in agreement on the other questions 

4. Musaddig said he also desired it to be understood that he would not enter an agree- 
ment with A.LO.C That company did not exist from the point of view of Iran. It would be 
necessary for the agreement to be with officials of " former company A.1.O.C." 1 said I was 
Surprised at this: recalling that several times in the past Musaddiq fad informed me that the 
agreement should be with the A.LO.C. “He said that he was certain that he had spoken of an 

it “with the former company.” 1 reminded him that the ALLO.C. is a company 
shh fg repaid ta the Unie ‘ingdom, conducts business in a number of ‘of the 
‘world, has hundreds of tankers and a large number of refineries and oil wells which can be 
seen With the naked eye, T expressed the fear that he would cause Iran and himself to appear 
ridiculous in front of the entire world if he were to insist on phrasing which indicated that in 
his view A.LO.C. no longer existed. For his sake I did not want to report back to London and 
‘Washington suggestions from him which indicated that the company existed no longer. Our 
discussion of this point persisted for more than an hour. Finally he said that he would be 
agreeable to using the following expression in the first reference to AJLO.C. in each 
document: A.1.O.C. Limited, a British corporation operating outside Tran. which shall 
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hereinafter be called the Company.” On January 16 I wrote him a personal letter in which 1 
again referred to this matter and made the suggestion that if he was adamant in refusing to 
Feler to the company simply as A.L.O.C., he agree as @ minimum to an expression such as 
“A.LO.C. Limited, a British corporation not operating at the present time in Iran”. 

5. Musaddiq objected to almost every section of tht Preamble and Part | of the agree- 
ment on arbitration. The majority of his objections were so petty as not to warrant detailed 
mention. (Un particular he eriicised the second paragraph in the Preamble which begins with 
“Conscious” and ends with parties”. He insisted this part should be completely omitted. 
Without making any particular alteration in their meaning, he also redrafted the first and 
third paragraphs of the Preamble) 

6. We had one of our lengthiest discussions on a point which we brought up in Part {, 
Paragraph 1, subsection A. He was insistent that if any one of the members of the tribunal 
died, became incapacitated or withdrew, his successor must be selected unanimously by the 
Temaining members. He said that he was afraid that bribery might result in the withdrawal 
of judges and the reduction of the panel and that so few judges might remain that they could 
be corrupted by paying them great amounts of money. He stated that this point had not 
Previously occurred to him but that some means must be provided of protecting Iran 
‘Against such a possibility. I replied that if it were necessary for a successor to be unanimously 
‘selected, one judge alone, the Iranian judge for instance, could, bring about a breakdown in 
the arbitration proceedings. He replied that he would rather have the proceedings break down 
than that the successor to e member who withdrew should be someone whom the Iranian 
member had not aj Another hour was taken up with the discussion of this point. 
Eventually 1 felt compelled to let him know that in the event of his continued insistence on 
tmanimity the arbitration machinery provided by the proposals. would be extremely weak 
and in fact without meantng. If his thinking on this question was fixed, it might be preferable 


for us to end the conversation and consider that a seltlement by arbiration is ot feasible; 
a 


With reluctance he gave up his position and inserted a formula which with some textual 
henge I think the British would accept. No purpose would be served by describing the 
te. 

Part |. paragraph 1, sub-paragraph B, Musiddig insisted on breaking in two parts, B and 
€ respectively, He made these paragraphs so confusing by his various redrafts that they 
became practically meaningless, Finally, after a long discussion, he gave up all his redrafts 
‘and concluded that the subparagraph was actually not so bad as it was although he did again 
insist on several changes which am not including here as he explained that he must reconsider 
‘any change he made before giving them to me, 

After considerable discussion, he finally concluded that subparagraph C did not require 
Yery much redrafting although he did have a few trivial textual changes 10 sugges. 

Fart 1. paragraph 2 brought his emotions to the peak. He pointed out thal what he 
Agreed to accept and the terms of reference presented here were quite different, After much 
scribbling, he presented the following as being acceptable to him. 

“The Function of the Tribunal shall be: 

“() To determine the sum required to pay the compensation which the company may 
claim as the result of the Nationalisation of the Oil Indastry in Iran in accord 
with one of the laws of the United Kingdom acceptable 10 the company enacted 
for the nationalisation of an industry in the United Kingdom. 

* @) To examine the counterclaims of tran in accordance with the provisions of British 
Private Law and to determine the suim required to meet them." 

I pointed out to the Prime Minister that 1 was sure the British Government would refuse 
0 accept the formula and that world opinion would probably consider the British refusal 
usted. As it soon became apparent that it was useless to try and persuade him to accept 
the insertion of the words “ loss of its enterprise ". I proposed that he at least incorporate the 
Words “in accordance with principles for determination of compensation set forth in one of 
the laws. " explained that his wording was so inflexible that the Court might well experience 
Guailein applying properly the British law which might be selected. As an example {pointed 
‘ut it might be almost impossible to determine compensation for the loss of the Iranian oil 
fOncession according to British tows nationalising coal and steel.  Musaddiq reptiod that 
inflexibivity was exactly what he was aiming at-as he did not want the British to be able to 

aden the basis for determining compensation through their lawyer's taking edyantage of 

Senibility of wording. In connection with his phrase “Provisions of British Law "1 pointed 
ut that it was quite impossible that British laws might not cover all counter claims which 
ran might present. 1 added that his reference to " British Private Law ” might be interpreted 
PSsteastic and 1 was sure he would not chance such an interpretation in a serious document, 
‘nally we decided to postpone discussion of the terms of reference for the time being. 
Musaddig saw no need for referring to international law in I paragraph B and wanted to 
inate it entirely. 
of 1yixPlained that paragraph’s phrascology had been taken almost verbatim from statute 
International Court. British thinking was apparently along Tines that as CJ. could not 
aipittate = case between Government and a private company, they (the British) did want the 
Ceitration panel to be governed at least by the same princip'es as those which govemned the 
It It seems to me his position would be rather weak should he object to the panel being 
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‘governed by international law to any less extent than the Court. The purpose of the insertion, 
he considered, was to generalise or weaken the concept included in paragraph 2. subparagraph 
1, above. Should. he not agree to the retention in paragraph 3 to the word ~ intemational 
T pointed out that I thought he would be placing Iran in a rather bad light. We finally decided 
to come back to the point again later, 

On |, paragraph 4 few textual changes which proved to be of no substantial significance 
were ma 

As far as the remainder of the arbitration agreement was concerned, he made no 
Suggestion other than to display his displeasure that there was a clause providing interest on 
some fund due to one party by the other, 

In reply to his statement that this was a point which had not been raised before I noted 
that none the less it appeared both logical and fair. He said he must havea chance to consider 
the matter further. The exchange of letters he read with a quizzical expression. 

After I had explained their purpose, his sole remark was that it was something which 
could be discussed further after we had studied the Heads of Agreement. 

Before commenting Musaddiq read the entire texts of the Heads of Agreement. He said 
he was willing after raising several questions concerning prices to accept our price for refined 
products but not for crude. He said he could sell oil at the Persian Gulf prices and he could 
see no reason why he should have to sell to the United States at a lower price. I explained 
to him that the price D.M.P.A. was offering for crude was similar to that on the East Coast of 
the United States. if you took into consideration transport costs, duty and ordinary 
‘commercial discounts. 

D.M.P-A. was not seeking t0 purchase crude oil at a bargain. It it could purchase crude 
oil elsewhere ut a particular price it could not as a responsible agency: of the United States 
Government pay tran higher than tht price for such ol. The question would not arse of 
course if Iran delivered refined products which, after all, D.M.P.A. would prefer to crude. 
Musaddiq suggested deleting the sentence regarding crude oil. I said it could not be done 
Hf it turned out that Iran could not furnish refined products for some time D.M.P.A. had 1o 
have some protection against the loss of its advance in the form of un agreement that crude 
oil would be furnished by Iran. Musaddiq in evident temper said he would not give away 
crude ail to anybody at 3$ per cent. discount. I pointed out Iran was not losing anything 
by such an agreement on crude oil, If it were unable to sell products it could produce very 
large quanutesof crude at fairly low cost leaving a handsome prof even if sacs were va 
35 per cent. discount, If his concern was with regard to the possible precedent in such i 
discount perhaps we could put in some formula indicating that the circumstances which led 
to the 35 per cent. discount were unusual and the price therefore should not be regarded as 
4 precedent. 

Musaddiq made it plain that he i 44 per cent. interest was exhorbitant especially 
if it had to be paid on the entire $133 million. I pointed out that interest would be payable 
‘only ‘on the amount of the $100 as might be duc 10 D.MLP.A. by N.LO.C. Federal Rexerve 
only paid 2 per cent. on Iran's deposits. said Musaddiq. whereas the United States Govern. 
ment required 44 per cent. interest. 1 said that this matter was between the two commercial 
‘concerns and that it was not between governments. The contract should be on the customary 
‘commercial basis even though the organisations were governmentowned. Usually there was 
a5 per cent. interest rate on D.M.P.A. advances and 44 per cent. was as tow as the rate ever 
went. N.1LO.C. should expect to get the same kind of treatment as any other company 
engaging in business internationally. The Prime Minister in real or pretended anger said that 
he would not enter into such a contract. He would not make a present of Iran's resources 
even to the United States Government and he certainly would not pay usury. I started to pick 
up my papers. There vas no point talking further, 1 sai, if he thought the United States 
Government was trying to take advantage of Iran's need for cash advance. We had no desire 
to pressure him into any kind of a contract which he thought to Iran's disadvantage. 
Musiddiq said perhaps the contract could be worked out, It seemed to be quite clear and 
well drawn and it could be discussed again later. 

The Prime Minister finished reading the five documents and then said he thought he 
should study them privately the following day. He thought he would be able on January 16 
to let me have paper stating what he might be able to accept. When I should send in his 
draft however it should be sent as my ideas rather than his, I told Musaddiq that any 
document which I sent in as a redraft would be sent only with the understanding that he had 
assured me that if the British accepted it he would both sign it and give it maximum public 
support. The Prime Minister said that the interest which the United States Government had 
taken in the problem wes ereatly appreciated by him. 
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REPORT BY THE STATE DEPARTMENT OF A DEAL BETWEED 
ITALY AND POLAND 


wo 
Mr. Eden to Sir Vietor Mallet (Rome) 


Foreign Office, 
«No. 31. Confidentia) January 17, 1953. 

It is reported that the ss. Miriella, » taker which is on charter to an Italian firm, 
‘Supor, in which the Fiat Company have a major interest. is due at a Persian port very soon. 
Perhaps today. According to the Anglo-Iranian Oil Company’s representative at Rome, the 
SS. Miriella will take on a cargo of Persian crude. This transaction is understood 10 be 
part of a three-comered deal whereby Persian oil will go to Poland, Polish coal to Italy and 
ltalian tractors and machinery to Persia. The Miriella’s cargo may be taken to Trieste for 
refining by the Aquila Refinery in which a director of Fiat is known to have an interest. The 
products would then be transhipped to Poland, Alternatively. it may be taken 10 Gdynia 
and refined there. 

2. is most regrettable that this attempt to lift Persian oil should be made when we 
may be on the point of reaching a settlement with Dr. Musaddiq, under which the A.1,0.C. 
would formally waive their objections to the sale abroad of Persian oil and oil products. Ii 
‘would be particularly regrettable if the first oil to be lifted as a result of this settlement were 
{o be transhipped to a Soviet bloc country. 

3. You should therefore epprosch the Italian authorities immediately and speak on 
the following lines: 

ta) Her Majesty's Government are concerned at the press reports that this Italian tanker 
is about to load Persian oll, despite the clear judgment of the Aden Supreme 
Court in the case of the Rose Mary. We trust that the Italian Government 
‘will confirm their previous assurances that they will not permit the import of 
Persian oil into Italy. 

(0) As the Ttllan Government wil be aware, Her Majesty's Government and the United 
States Government have been striving hard to reach a settlement of the oil dispute 
‘with Dr, Musiddiq and recent conversations in Tehran may result in such a 
settlement in the near future. It would therefore be most regrettable if the lrans- 
actions with the Italian firm operating the s.s. Miriella should, at the last moment, 
give rise to difficulties between the Anglo-tranian Oil Company and the Persian 
‘Government and thus impede an early settlement of the dispute, 

(©) Tthas been reported on good authority that the Italian firm concerned intend to sell 
the cargo of Persian crude to Poland cither in crude form or after refining. possibly 
in the Aquila refinery in Trieste. Such a transaction, involving the supply of an 
important strategic material to a Soviet bloc country, would be regarded most 
seriously by the Consultative Group on East-West Trade in Paris and in particular 
by ourselves and the Americans. 

4._ In making these representations to the Itilian authorities, you should urge them to 
take whatever action is open to them to cause the Malian firm to order the ss. Miriella to 
withdraw of to pick up an oil cargo elsewhere in the Persian Gulf 

5. United States Embassy here tell us that your United States colleague has already 
drawn the Halian Governments attention to reports about supplying oil o Poland and hs 
asked for information about Supor’s activities. We understand that the Italian Government's 
Teply does not deny these reports and that he may be instructed to take up the question again, 
Please keep him informed of your action, and encourage him to support you. 


EP 1533/6 2 
Sir V. Mallet 10 Foreign Office. (Received January 18) 


Rome, 
4No. 25. Confidential) January 18, 1953, 
Your telegram No, 31: Persian Oil 

Minister and United States Minister made joint representations this morning to the 

| of Political Affairs. who, although ignorant of the matter, at once gave 

Sategorical assurance that no licence would be issued by the Tialian Government for trans- 
‘Action of the nature described, which would be wholly contrary to Italizn policy. Question 
‘of issuing orders to the tanker were more complicated, but he would see what he could do. 

Foreign Office please pass to Washington, UK. Del., Paris, and Trieste as my telegrams 
Nos. 1, 1 and I respectively. 
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EP 1531/106 Now 12 


REJECTION BY Dr. MUSADDIQ OF THE ANGLO-AMERICAN 
PROPOSALS OF JANUARY 15 
Mr. Eden to Sir Roger Makins (Washington) 
Foreign Office, 
(No, 302, Confidential January 23, 1953. 

My telegram No. 250 (of 20th January] Persian Oil. 

‘At the moment when the new United States Administrztion assumes office we are faced 
with important and. perhaps critical developments in the oil dispute. Dr. Museddiq has 
rejected the proposals put to him on January 15. These were the result of weeks of close 
consultation between the United Kingdom and United States Governments and full account 
‘was taken of the point of view of the United States Government and of what 1 understood to 
be Dr. Musaddiq’s point of view. Dr. Musaddig has asked us to consider “ counter proposals 
Which strike at the basis of the position which our two Governments agreed to adopt. While 
L was glad to be assured that the State Department considered we must continue to work oa 
the basis of the proposals of January 15, it seems to me that the revised drafts which they have 
submitted for our consideration, together with their comments, in fact amount to meeting 
Dr. Musaddiq’s “ counter proposals” 09 a number of fundamental points. I hope the 
following paragraphs will make it clear why I regard this as unsatisfactory 

2,_ In spite of Mr. Henderon’s aempt to arly Dr. Musadd’s views on January 19 

is impossible to state with any degree of certainty what his present position is. It is 
abundantly clear however that the effect of his “ counter proposals ” is to prejudice A.1.0.C’s 
right to submit their full claims before the International Court and to reduce almost 10 nil 
the ‘of Persian oil industry being re-established on a sound footing. . Thus the 
A.LO.C. ate unlikely to obtain fair and adequate compensation ; the United States are in 
danger of Sing thatthe wtitation which they set out to buy is nothing but x mockery ; 
tnd neither the United States nor the United Kingdom will have brought any nearer 
‘economic and political stability of Persia which is one of the objectives they have in common, 
‘On the other hand they may well have created « situation of restlessness in the Middle East 
recling from te spectacle of Pera reaping a tandsome reward foc et Behaviour towards 
the ALC 

3. Her Majesty's Government are not prepared to. vary their position on points which 
they regard as fundamental. They, of course, see no objection to Dr. Musaddiq's suggestion 
that the International Court as stich should be asked to adjudicate the question of compen- 
sation and that the parties should therefore be the Governments of the United Kingdom and 
Persia. This is what they themselves. have repeatedly urged end they see no virtue in Dr. 
Musaditiq’s abandoning a position which he had himself artificially created. I note that the 
State Department do not diwent from the view that Dr. Musaddiq’s “counter proposals" are 
unacceptable and that they do not scek to press Her Majesty’s Government to make con- 
cessions to meet Dr. Musaddiq. It appears, from the redrafts which we have been 
asked to study that the United States wish to go to considerab‘e lengths to meet Dr. Musaddiq's 
* counter proposals have in particular suggested that we should modify the terms 
of reference for arbitration in a sense still more favourable to Dr. Musaddiq and they seem 
ready to-accep ni entirety Dr: Musaddin’s proposal in regard to sales of ol, both to the 
‘Agency of the United States Government and to the projected “ International ‘Company ™ 
‘Thess points are examined in my two immediately following parsgraphs. The fact that my 
criticism does not at present extend them must not of course be taken to imply that 
agree with the United States attitude in regard to other points. 

4. Dr. Musaddiq has hitherto taken the tine that he edmits the ALLO.C. may claim 
compensation for loss of future profits and that they will be free to do so if they select the 
Coal Mines Nationalisation Act as a basis for adjudication, but that he is not willing that the 
‘wording of the terms of reference should make this fect clear on the face of it. Our draft met 
his point fully. Now he reverts to the position which he adopted when the Joint Proposals 
were under discussion and insists on “inflexible ” terms of reference which he clearly hopes 
Will prevent the tribunal from entertaining the Company's full claims, To sgree now that 
the words to which Dr. Musaddiq bas taken exception (particularly the words “loss of the 
‘Company's enterprise in Persia") after whet Dr. Musaddiq has said on the subject would 
gravely weaken the Company's position in claiming compensation for loss of profits under 
the concession, not only because the altered terms of reference will not be sufficient indication 
to the Tribunal that they must regard such claims as admissible but also because it would be 
open to Dr, Muse fo plead that be had asked forthe omlson of the words quoted above 
and that Her Majesty's had agreed) for the precise reason that he wished the 
Company's claims to be limited! in this manner. Her Majesty's Government have from the 
outset been ready to accept the risk that an arbitral tribunal might decide on the evidence 
that lain for feeure probs eader the concession were not fol jutihed. but fbey ere not 
‘prepared deliberately to court the risk of such claims being ruled out as inadmissible under 
the terms of reference. They cannot therefore agree to the amendment put forward by the 
United States in accordance with Dr. Musaddiq’s wishes. 
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3, Dr. Musaddiq’s ostensible reason for reducing his request for United States financial 
aid from $100 m. to $50 m. is that he cannot justify to public opinion the 
‘payment of interest in the event of delay in the delivery of oil to the United States Government 
Agency. His real reason is surely his reluctance to commit himself to enter into commercial 
negotiations with the “ International Company” let alone in a way which would give the 
United States a means of insisting that he honour this commitment. His suggestion for a 
separate declaration of readiness to enter into sales negotiations with the “ International 
‘Company® is inadequate since it does not prescribe a date for such negotiations much less 
Provide an assurance that negotiations will actually take place. 1 am disturbed by the ease 
‘with which the United States seem prepared to withdraw their proposals in the face of Dr. 
Musaddiq’s objection. There was great merit in those proposals. By suggesting a figure as 
high as $100 m, they were giving Persia the immediate financial aid which she requires, By 
parcelling out their assistance in instalments and tying this to « Persian undertaking to enter 
into negotiations for commercial sales. they were providing tolerable assurance that the 
ALLO. would receive some compensstion and that Persia would derive continuing benefit 
from the rehabilitation of her oil industry. If the United States concede thet the conditions 
‘of payment can be changed, they will destroy the essential pattern of their plan for helping 
Persia and will do so in a way which is most damaging to themselves, to the United Kingdom 
end to Persia. Her Majesty's Government could never be a willing party to such a transaction, 
Even if the United States maintain the conditions of payment and reduce the amount to $50 m.,. 
they will involve themselves and Her Majesty's Government in great risks, for it is evident 
that the smaller the total amount the less the likelihood of a commercial contrect materia'ising 
thecause the greater the likelihood of Persia repaying the advance out of existing stocks and 
‘with her own technical resources), and the less the likelihood of the A.1.0.C. receiving com- 
pensation and of the United States and ourselves achieving our long term objectives in regard 
10 Persia’s well-being. 1 hope therefore that the United States will give Dr. Musaddiq. the 
obvious answer, namely that investigation has shown that payment of interest can be waived 
and that the difficulty in the wey of Dr. Musaddiq’s accepting the advance of $100 m. on 
‘which he was vigorously insisting less than four weeks ago) was thus removed. If Dr. Mustuldiq 
then insisted on taking only $50 m., he should be told that this can be agreed, but that in that 
‘event the initial advance will be $25 m, and that the remainder will be peid by instalments 
of $5 m. on the same conditions as at present proposed. You will understand that I would 
regard this second alternative as less satisfactory than that Dr. Musiddiq should be induced 
to accept the original offer as it stood, 


6. The new United States Administration may like to have an aceount of the ground we 
fave covered in ying to reach ¢ stlement with Dr. Musaddiq. This account wil bring out 
the extent to which we have continuously modified our position in an effort to find an accom- 
modation with Dr. Musaddig. 

7, Atthe time of the United Kingdom—United States discussion on Persia in November 
1951. Her Majesty's Government emphasised four principles which must be safeguarded in 
any eventual solution of the oil dispute. First, the A.LO.C. must receive fair compensation. 
‘Second. this compensation must be effective, that is to say there must be the assurance that 
‘compensation would. in fact be paid and that therefore the Persian oil industry would be 
cfficient since it is impossible for her to pay compensation except through the products 
‘of that industry. Third, Persia must not obtein better terms as a result of her expropriation 


4g Fern than those of existing contracs tothe other countries concerned. ‘The question of 
fourth principle would, it was hoped, not arise provided that there was no jon that 
Tei tects a puch had Doce encoded ene 


8. That Lee Joint Proposals, with all the tee io Persia sich thay involved, 
‘Were rejected by Persia, was due to a number of reasons, political, financial and psychological. 
Not the leost of these was the belief that the United States Government were not firmly behind 
the proposals and that if the proposals were not immediately accepted, the United States 
‘Government would either induce Her Majesty's Government to make further and still more 
Attractive proposals. or would themselves come forward to help Persia out of the financial 
difficulties. This belief turned out to be fully justified. Before the end of December the 


United States Government was offeriny }00 m. in place of the $10 m. which they had 
‘offered at the end of August, Her Majesty's Government gladly gave their consent to this 
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increased offer, since the conditions under Which the sum in question would be paid seemed 
ikely to facilitate rather than to impede the conclusion of 2 settlement of the oil dispute 
within the framework of the Joint Proposals. The proposals of the 15th January however 
were not only preceded by cose consultation between the United States Government and Her 
Majesty's Government and therefore constituted in the full sense of the word a joint offer, 
which could only be modified by agreement between them. What is more important, there 
had also been preliminary discussions with Dr. Musaddiq with the object of ensuring so far 
as possible that the offer eventually to be made to him should be such as he could reasonably 
be expected fo accept. In this process, repeated concessions were made by Her Majesty's 
Government not to Dr. Musaddiq but to the United States Government, who believed that 
without these concessions the offer would inevitably be rejected by Dr. Musaddiq, and who 
also insisted that it was essentisI to reach a settlement with him before the 20th January. As 
a result, the negotiations with Dr. Musiddig started with Her Majesty's Government in a 
position which allowed no room for negotiation because no further retreat on their part was 
possible. They had gone to the furthest limit in regard to the terms of reference for arbitration 
fand they had even agreed that the commercial negotiations for sales contract should be 
conducted not by the A.LO.C. of a subsidiary. but by an * international company in which 
the A.1.0.C. would be no more than a participant and which has not yet come into being. 
They therefore cannot now make further concessions except on points of presentation, since 
10 do so would fatally compromise the principles on which they must continue to insist. 

9. Even if Her Majesty's Government were prepared to make further concessions (wh'ch 
they are nol it would seem most unwise to do so, for the following reasons, Dr, Musaddiq 
has run true to form when confronted with written proposals. If we now go back to him with 
redrafts which go some way to meet his objections. we shall merely encourage him as in the 
past, to believe that by maintaining pressure and striking emotional attitudes. he will prevail 
‘upon the United States Government to induce Her Majesty's Government eventually to make 
further concessions even to the point of capitulation to his full demands. The fact that when 
Mr. Henderson saw him 2gain on the 19th January. Dr. Musaddiq had advanced his demands 
beyond those which he made on the 17th January in at least two particulars, should surely 
convince us of the usclessness of such tactics, [am sure that we must on the contrary con- 
front Dr. Musaddiq again as soon as possible with whet is substantially the proposals of the 
15th January. In the belief that the United States Goveroment will share this view I sha'l 
be sending you separately a revised draft arbitral agreement (which to pleese Dr. Musaddi 
Tam prepared to call by any other appropriate name) with my comments on the provisions o 
this draft relating to the arrangements for the discharge of the arbitral award, and also a 
detailed statement of my views on the provisions which ought to be included in the draft 
agreement with the United States Government Agency. 1 consider it very desirable that $0 
far as the arbitral agreement is concerned. the document which Me. Henderson should have 
in his hands and eventually present. should be the United Kingdom draft. 1am sure that 
the United States Government would agree that no redraft of the agreement with the United 
‘States Government Agency should be presented to Dr. Musaddiq except after full agreement 

‘been reached between our two Governments on this point. Indeed I hope that the United 
Sister Government have accepted the view expressed in my telegram No. 250 that. Mr. 
Henderson shoud not ellow himself to be involved in further discussion with Dr. Musaddiq. 
Until he has received further instructions after full agreement has been reached between our 
two Governments. 

10. Tshall be glad if you will see, in whatever way you think best, that the views in this 
telegram and in the further telegrams to above. are brought urgently to the attention of Mr. 
Dalles. You need not await the errival of those further telegrams before acting on the present 
telegram. 





EP 1016/1 No. 13 
SUMMARY OF EVENTS -PERSIA 1952 


(No, 15. Confidential December 31, 1952 

On January 1, 1952, Persia had experienced eight months of government by Dr. 
Musiddiq. During that period her great oil industry had been brought to a standstill, her 
economy had moved from bad to worse and her internal security had deteriorated.” Dr. 
Musaddig, it appeared, bad no intention of reversing his policies merely because they failed 
‘and were likely to prove disastrous. But all this had had litle perceptible effect om the 
strength of Dr. Musiddiq’s own position in Persia. He was still the idol of the Tehran mobs 
‘and able to use this popularity to cow all the politicians opposed to him. During 1952 his 
increasingly autocratic tendencies and his evident desire to weaken the influcnce of the Crown 
and of the legislature in favour of his own bred considerable opposition to him, which came 
out into the open after tis return from The Hague in June. fter it appeared that 
‘Mussddiq’s opponents, if only they would hang together and act with courage and decision, 
could have ousted him for good. But the Shah’s fatal weakness of character once more 
ensured a victory for the forces of disorder. Persia suflered the consequences of this weakness 
and of Musaddiq's extraordinary buoyancy. 


‘The British and United States Governments made wo more attempts to solve the oil 

pro The first, using the intermediary of the International Bank, foundered on 

Muszddiq's intransigence. The second, coming as it did just after Musaddiq had scored. a 

sensational triumph over his domestic opponents, was probably doomed to failure from the 

‘Start. Ils rejection led rapidly to the rupture of diplomatic relations between Persia and 

cass BRA Hp whic seriously impaired the prospect of any settlement of the il 
ite. 


J—Jarwary 1-June 24. Stirrings of opposition 10 Dr. Musaddiq : jailure of the International 
Bank Mission 


3. Dr. Musaddig started the year with considerable assets. He had inspired almost 
universal, if often reluctant, admiration as the champion of nationalisation: he had his own 
‘oratorical ability, the mob support which could be commanded by demagogues like Kashani, 
Bagai and Makki and the acquiescence of the Tudeh (Communist) Party. But the Parlia- 
enitary group committed to his leadership was small and there seemed no reason why he 
should not, like most Persian premiers, eventually fell out with the Majlis and be forced to 
resign. 


4. Parliamentary opposition although uncoordinated, had in fact increased as his 
‘methods became increasingly dictatorial and his policies more obviously unsuccessful. The 
‘opposition Press continually attacked him end the New Year found a number of deputies in 
sanctuary in the Majlis and an interpellation outstanding. Dr. Musaddiq agreed to answer 
the interpellation on January 22, but eventually instructed his supporters to boycott the Majlis, 
No quorum could be formed and similar maneuvtes prevented any further meeting of the 
Majlis before February 19 when its term came formally to an end, 


5. Meanwhile Dr. Musaddiq. proceeded to weaken British influence in Persia by all 
means in his powsr. A Note of January 9 alleged increasing British interference in Persian 
internal affsirs and threatened serious action if it did not cease. A further Note of January 
12 demanded the closure of all British Consulates by January 21. In spite of repeated rep- 
resentations the Consulates had 10 be closed. Next, the Persian Government, contrary 10 
‘established diplomatic courtesy, made public its refusal to aecept the Honourable R. M. A. 
Mankey as His Majesty's Ambassador, on the grounds that he had previously served in Persia 
Sir Francis Shepherd, whose appointment to Warsaw had already been announced, left Tehran 
‘on January 28 and no successor could be appointed, 


6. Dr, Musaddiq continued to block all attempts to solve the oi problem. It had been 
suggested that a solution might be found in interim management of the Persian oil industry 
by the International Bank's acting as trustees pending a final settlement, An investigating 
msion ofthe Bank visited Abadan. On February 11 srong tam representing the Bank 
began discussions in Tehran. but reached deadlock on Dr. Musaddiq’s refusal to agree to 
the employment of British technicians. Further discussions merely revealed further 
differences. Dr. Mussaddiq’s continued failure to reach @ solution alarmed responsible 
Persian opinion and the Senate demznded to be consulted. Dr. Musaddiq, yielded to the 
extent of allowing direct contact between the Parliamentary Oil Commission and the Bank's 
representatives. Some progress was made, but a ew deadlock followed when Dr. Musaddiq 
insisted that the Bank could only operate in Persia on bebalf of the Persian Government. 
‘The basis of the Bank's approach had been that it should act as an impartial trustee for both 
pparties to the dispute and it was this that Dr, Musaddig, now rejected, Discussions were 
finally broken off on March 15. The Shah expressed his grave concer to Her Majesty's 
Chargé d’Affaires and his intention of giving Dr. Musaddiq only one more chance. Dr, 
Musaddiq spoke of balancing an oil-less budget. Despite optimistic propaganda the Persian 
Government could find no serious buyers for their oil, Preparations continved on both sides 
forthe proceedings which Her Majesty's Government had inaituid before the International 
‘ourt. 


7, Although opposition in the Malis had been largely silenced. the Senate continued 
to give expression to the increasing dissatisfaction with the Government criticising in particular 
the financial manceuvres with which it sought to avert economic collapse. its failure to Secure 
‘an oil settlement and the deterioration of public order. The elections for the Majlis which 
‘Started on January 26 caused many disturbances. On February 1S a member of the 
Fida'iyan-tslam very nearly assassinated Dr. Fatimi, one of Dr. Musaddiq’s right hand men, 
‘Complaints to the Senate that Dr. Musaddiq was losing the support of the Bazaar, 
land the Opposition press redoubled its attacks, On March 15 the Senate held a secret session 
to consider its attitude to the Government: but although it could extract no’ better answer 
from the Prime Minister than vague promises and the customary tirade against imperialism, 
the Senators eventually decided to adjourn for the Persian New Year. 

8. On March 28 serious rioting in Tehran and Tudeh attacks on the police illustrated 
the effect of the Government's leniency towards the Tudeh. ‘The Persian security authorities 
‘Were well aware of the danger, and prepared to meet it but were hampered by the Govern- 
‘Ment’s refusal to authorise any drastic action, and the Party continued to flourish, increasing 
ts penetration of Government Departments, particularly the Ministeries of Justice and 
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Education, and subversion of junior officers and N.C-Os. of the forces: its newspapers were 
freely published under trensparent cover. But the rioting of March 28 at last impelled the 
‘Government to declare martial law in Tehran. 

9. The new Majlis opsned on Apsil 17, although many constituencies were still unre 
resented. “The Government kad’ shamelesly Tigged the elections, but many of the few 
deputics, although elected w.th Government approval, could not be relied oa for more than 
temporary nd conditional support. The National Front remained a heterogeneous organ’- 
sation with no effective party discipline. Dr. Musaddig himself soon showed his dissatisfaction 
‘with the Majlis by claiming that » number of deputies had been fraudulently elected and cou'd 
‘be unseated. He obviously meant to intimidate any members who might be thinking of 
opposing him. 

10, This mancuvre was not particularly successful, for the Opposition was able to 
rwtaliste effectively by attacking the credentials of Government supporters. In the event only 
‘one deputy was unseated, but for a month members of the Majlis squabbled among themselves 
‘and had no time to attack the Government. The Senate continued to criticise but never found 
the courage to pass an adverse vote. 

11. On May 28 Dr. Musaddiq let for The Hague to present Persia's case before the 
International Court. Before doing so he ordered the suspension of all outstanding elections 
(because of continued difficulty in securing the election of Government candidates), and 
‘broadcast a violent attack on the United Kingdom. . There followed a period of relative calm, 
in which public attention concentrated on the proceedings at The Hague and on the detent 
at Aden of the tanker Rose Mary carrying Persian oil to Italy. But opposition to the 
Government was gaining strength in both Senate end Majlis, 

H—June 24-July 21: Open Revolt against Dr. Musaddiq = its failure 

12. On June 24, Dr. Musaddiq returned but his welcome was unenthusiastic despite 
strenuous organisation. The Shah. emboldened, let it be known that he wished Dr. 
‘Musuddig to fall provided that he himself was not required to push. On June 30 Dr. [mami 
(the mam Jum'eh) whose opposition to Musaddiq was well known was elected President 

of the Majlis, Dr. Musaddiq threatened resignation but the Shah refused 1o intervene. 

13. On July 4 Dr. Musuddig tendered the Government's traditional, although in this 
case belated, resignation on the formation of a new Majlis thus presenting an exceilent oppor- 
tunity for his replacement. But the Opposition in th: Majlis were still not suficient!y 
determined and everything depended upon a clear lead from the Shah. Irresolute as ever, 
he hesitated. whether to choose some candidate who. would be submissive to his own wishes 
but to0 weak to control the situation or Qavam-usSultaneh who might be strong enough to 
‘govern and whom for that very reason he suspected. 

14. On July 5, the Shah encouraged Qavam to prepare to assume power and on the 
following day instructed the Speaker of the Majlis fo obtain a vote of inclination in his favour. 
‘Tho Speaker replied that if a vole were taken before the Majlis had time to consolidate its 
ranks it would be in favour of Dr. Musaddiq. but the Shah insisted on an immediate vote. He 
then summoned the Majlis Committee end the Senate Committee, but addressed them in 
ambiguous terms which were interpreted ax a preference for Dr. Musaddig. Largely os 
result of this intervention the Majlis gave Dr. Musaddiq an overwhelming vote of eosfidence 

15. ‘The Senate was apparently fully prepared to vote against Dr. Muszdliq when it 
received a eategorical intimation that the Shab tno doubt seared by now) wished a unanimous 
vote in the Prime Minister's favour, Even 9, the Senate first refused to vote at ell and later, 
afier pressure from the Shah. gave only 14 votes for Dr. Musaddiq with 22 absteations. Dr, 
Masuddig eventually agreed to accept office. At a private session on July 13 he asked for six 
montis fall powers. ving only the vaguest summary of his programme. He also demanded 
thet the Shah give him control of the Armed Forces by making him Minister of War with the 
right to riominate the Chief of Staff. ‘The Shah. not prepared to sacrifice his prerogatives in 
relation to the Armed Forces, refused, and Dr. Musaddiq resigned on July 16. 

16. Dr. Musaddig having thus given his opposients 2 second chance Qavam received a 
vote of inclination for the Majlis on July 17. but the burst of Imperis! courage was short "ved 
Protected by his parliamentary immunity, Kashani launched a campaign of denunciation and 
incited the Army and police to disloyalty. The Tudeh called for demonstrations and general 
strike and offered De. Musaddiq an alliance to overthrow Qavam. The latter. although 
inadequately supported by the Shaly, who still refused a dissolution of the Majlis. agreed to 
remain. in office. Serious rioting broke out on July 21, and although the security forces 
maintained the upper hand. these riots finally cowed the Shah. who accepted Qavam's resig- 
nation with relief and ordered both the Army and Police to withdraw. leaving the mob in full 
possession of the town. 

17. On the following day the Majlis inevitably voted for Dr. Musaddiq. At the same 
time the verdict of the International Court, which had been announced on the evening of July 
21, became generally known in Tehran. Its decision that it was incompetent to consider the 
il dispute was naturally interpreted in Persia as a complete endorsement of her case and 
‘crowned Dr. Musaddiq’s triumph. The Shah capitulated to his demands, confirmed him in 
office as Brine Minister, appointed him Miniter of War and accepted his nominee as Chet 
of 
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18. The vacillation of the Shah had thus given to Dr. Musaddig an apparently decisive 
Victory. Neither the Majlis nor the Army could oppose Dr. Musaddig without the Shah's 
support and the Shah himself yielded to mob pressure. There now seemed no chance of 
Teplacing Dr. Musaddiq by constitutional means: He would now relinquish power only to 
something or someone more ruthless and undemocratic than himself. The Tudeh had been 
greatly encouraged, and their chances of power had increased. 


IN—Iuly 21-December 31. Renewed attempt 10 solve the oil problem. Break-up of the 
‘National Front 


19. Parliament now voted Dr. Musaddiq full powers for six months to enact his 
“programme of reform”. The Majlis passed Government-sponsored Bills, obviously 

designed to appeal to the mob, confiscating the property of Qavam and pardoning the assassin 
of General Razmara.” But, although parliamentary opposition ‘vas now silenced. Dr 

Musaddiq stil faced many difficulties economic condition of the country continued 
to deteriorate. For the first time differences began to appear in the National Front as Dr. 

Musaddiq’s dictatorial methods and administrative failure caused increasing exasperation. 

‘A symptom of these differencies wes the election of Kashani as Speaker of the Majlis on 
‘August 7. Dr. Musaddiq had certainly hoped for a less forceful candidate. for he had good 
Teason to distrust Kashani’s ambition. 

20, Before however any new threat to Dr, Musuddiq could develop, attention was again 
diverted to the oil problem. Shortly after his return to power on July 22 he had made through 
Mr. Middleton, Her Majesty's Chargé d’Affaires, a proposal that the oil dispute should be 
‘submitted to impertial arbitration, He withdrew the proposal before it could be answered : 
ut on August 7 Me. Middleton received 4 Note which contained, at the end of a string of 
ccusations and claims for damages, an offer to discuss compensation. Views were exchanged 
between London and Washington and a reply to the Persian Note was agreed in the form of a 
Joint message to Dr. Musaddiq from Mr, Churchill and Me. Truman, ‘The question of com 
pensation was to be submitted to The Hague Court and that the Persian Government and the 
‘Raglo-Ieenian Oil Company were to negotiate a resumption of the low of oil. On these terms 
‘A1.O.C. would do everything possible to move existing oil stocks and would make advances 
‘against them to the Persian Government, Her Majesty's Government would relax restrictions 
oon exports to Persia and on Persian use of sterling andthe United States Government would 
make an immediate grant of $10 million. 

21. These propossls were put informally to Dr. Musaddiq on August 27. His first 
reaction was uncompromising and bitter, They were nevertheless formally delivered and 
Published on August 30. On the same day Dr. Musaddiq published a. communiqué asserting 
that Pensa would never accept such proposals and that he would summon the Senate and 
Majlis to draw up the terms of a reply... On September 7, he laid his detailed objections before 
the Persian and foreign Press, and at a meeting of the Majlis on Seplember 16 a specch was 
read on his behalf attacking the A..0.C. and Her Majesty's Government, setting out counter 
roposals and threatening a rupture of diplomstic re'ations with the United Kingdom. The 

tis and the Senate gave Dr. Musaddig a vote of confidence, A formal reply to the Anglo- 
United States proposals was delivered on September 24 in a letter from Dr. Musaddig to Mr. 
Churchill with a copy to Mr. Truman. Its terms were in essence an offer to submit the 
Wuestion of compensation to the International Court provided that A.1,0.C's claims were 
Timited to the value of physical assets in Persie and excluded loss of profits, that Persian 
‘counterplans were not limited in any way and that the A.L.O.C. paid in advance £49 million 
convertible into dollars. (This was the sum which would haye been due to the Persian 
Government had the Supplemental Oil Agreement of 1949 been ratified.) The Persian olfer 
‘was to be accepted without amendment and was to remain open only for 10 days. 

22. After consultation, Her Majesty's Government and the United States Government 
decided (0 provide further explanations of the joint proposals of August 30, ankl messages in 
Similar terms from Mr. Eden and Mr. Acheson were delivered to Dr. Musaddiq on October 5. 
‘These did not discuss the Persian counter-proposals of September 24 and emphasised 1 
the joint proposals of August 30 had accepted the fact of nationalisation of the Persian 
industry and had not suggested the revival of the A.1.O.C.’s 1933 concession or foreign 
‘management. 

23. The initial reaction of Persian opinion was comparatively favoureble, but Dr. 
Musaddiq's reply delivered on October 7 demanded that representatives of the A.1.O.C. with 
full powers should leave for Tehran within a week to discuss the Persian counter-proposals of 
September 24 and that the company should pay to the Persian Government before they left 
£20 million out of the £49 million, the remainder to be paid within three weeks. The reply 
‘ended with threats of unspecified consequences. 

24. Her Majesty's Government's reply was delivered to Dr. Musaddiq on October 14 
‘without any supporting action by the United States Government. It set out Her Majesty's 
Government's reasons for rejecting the Persian counter-proposals of August 24, repeated the 
explanations given in Mr. Eden's message of October 5 and formally restated, the position 
‘of Her Majesty's Government. The latter, it was stated, accepted the nationalisation of the 
“oil industry as a fact end did not seek to revive the 1933 concession but they claimed just 
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‘compensation for the Compariy. including compensation for the termination of the coacession, 
and considered that this issue should be referred to the International Cours. As soon as the 
terms of this reference could be settled the A.1.O.C. would be ready 10 open negotiations on 
the fines of the Joint Anglo-American proposals of August 30. 


25. The rupture of diplomatic relstions with the United Kingdom now seemed inevi- 
table unless Dr. Mussddiq was dismissed. This however was unlike-y, for Kashani, the only 
person with a chance of supplanting him, was not prepared openly to attack Dr. Musaddiq 
unless he was certain of success, Moreover, even if he or some politician with his support 
were successful (such as General Zahidi, now favoured by the Parliamentary opposition) little 
change of policy was to be hoped for. since Kashani fully supported Dr, Musaddiq on the 
issues of oil and diplomatic relations with the United Kingdom. 

26. Dr. Musaddiq however clearly feared some danger to his pasition. On September 18 
he reorganised the command of the Guard Division in Tehran in order to reduce the chances 
of a military coup d'état and on October 13 he announced the discovery of a plot involving 
General Zahidi and Het Majesty's Embassy, General Zahidi defended himself successfully, 
but the mancuvre made it the more certain that no one would oppose Dr. Musaddiq in the 
rupture of diplomatic relations with the United Kingdom. 


27, ‘The Shah and the United States Ambassador urged moderation, but on October 16 
Dr, Musaddig stated publicly that diplomatic relations with the United Kingdom were now 
futile, The Tudeh and i clamoured for a rupture and all speakers in the Majlis on 
October 19 and 21 urged Dr. Musaddig to take the plunge. His decision was never in serious 
doubt and the formal communication breaking off diplomatic relations reached Mr, Middleton 
on October 22. He and the Embassy stalf left on November 1, the Embassy premises and the 
protection of United Kingdom interests in Persia being entrusted to the Swiss Legation, The 
Swedish Government assumed the protection of Persian interests in the United Kingdom. 


28. Even before he had succeeded in breaking off diplomatic relations, Dr. Musaddi 
‘caused his supporters to attack the Senate which had consistently opposed him and provided 
auch of General Zabi's support. On October 24 the Majlis pase a Bill losing the current 
session of the Senate and reducing its legislative term to two years, The Shah wrigg’ed but 
‘ay usual capitulated. 

29. Dr. Musaddiq suppressed further obstacles in his path by dissolving the Supreme 
CCourt of Appeal and the Disciplinary Court and retiring a numberof senor olicers- But he 
‘was now faced with more serious differences within the N: 


30. Meanwhile the election of a new Administration in the United States gave the 
Persian Government fresh hope and they redoubled their pressure on the Uniial States 
Government making particular play with thrcats of a Persian collapse into communism. The 
United States Government tentatively suggested to Her Majesty's Government proposals for 
an oil settlement which would have abandoned the joint Anglo-American peepee of 
August 30. ‘They issued on December 6 a statement which pointed out that the United States 
Government had no legal powers to prevent purchases of Persian oil by United States com. 
panies, but also that such small sales of oil were no substitute for an overall settlement of the 
oil problem, and might lay purchasers open to leval proceedings elsewhere. Her Majesty's 
Government and the United States Government finally agreed to propose a ” package deal ™ 
which was in fact a refurbished edition of the earlier Joint Proposals. The United States 
Ambassador began discussions with Dr. Musaddiq in the last week of December. Dr 
Musaddiq at first agreed both that loss of future profits could be taken into account in fixing 
compensation to the Anglo-Iranian Oil Company and that the sale of oil to an international 
company could be negotiated on commercial terms. But before the year ended he was already 
showing signs of retuming to his previous intransigence 


31. During the last two months of the year economic deterioration inevital 
The Government were able to meet immediate liabilities only by a large and ee 


in the note issue. Internal security remained highly precarious. Despite the pessage of a new 

snd mor ring Pre aa th ping of ces Tade newopetn ceased 
al 's prospects inevitably improved as Persia ieadily 

toeconomic and administrative collapse. id reo liad 





1V—Foreign Aifairs—General 
32, The year's events had left litte time for interest in Persia's relations with countries 
‘other than the United Kingdom and the United States. The patience of the United States 
Government was strained by Persian ingratitude, the consistently anti-American tone of much 
of the Persian Press, difficulties over the United States Military Mission and bitter attacks on 
the “Point IV organisation. Reasonably cordial relations were preserved only by the 
deiermination of the United States Government to find some solution to the oil problem. For 
the rest only relations with the U.S.SR. were in any way connected with the main current of 
events. Many Persians were instinctively attracted to the traditional policy of balancing the 
Soviet Union against Great Britain, There were inevitably persistent rumours of a rappro- 
chement with the U.SS.R.. but Dr. Musaddig was to0 cautious to move far in that direction ; 
land the Soviet Government made no serious move, presumab'y being content to wait for 
Persia's collapse from within. Gratuitous rudeness and the revival of old territorial claims 
appreciably worsened Persia's relations with her immediate neighbours, particularly Iraq, 


Eastern Department, 
Foreign Office. 
December 31, 1952. 
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TELEGRAM FROM THE UNITED STATES AMBASSADOR AT TEHRAN 
TO THE STATE DEPARTMENT REPORTING HIS CONVERSATION 
WITH Dr. MUSADDIQ ON JANUARY 28 


(Communicated by the United States Embassy on January 29) 
(Confidential) 

This evening Musaddig asked if 1 could como sce him. 1 went immediately accompanied 
by Saleh, my Iranian assistant. Our conversation lasted approximately 24 hours. I told him 
Uhad not visited him for several days because Thad been waiting fresh instructions from 
Washington. In view change of administration entire United States position was being 
reviewed in light of our various conversations 

2. Musaddiq said he had assumed that change of administration might cause recess in 
‘our conversations. In our last talk I had told him that I thought it would be difficult for Court 
10 adjudicate question of Iranian compensation to former company by strict application of 
British law nationalising coal or any other industry. He had subsequently examined coal 
nationalisation law and had concluded T was right. Law was complicated and difficult 10 
Understand. It contained many provisions which had no relationship whatsocver to Iranian 
il problem. He and his advisers now believed it would not be practicable for Court to apply 
aw this kind to present dispute. They therefore wished to amend suggestions which they 
had made previously. He handed me document in Persian, translation of which contained 
‘ext paragraph. 

3 “(1 The Iranian Government accepts judgment by the L.CJ. with regard to 
* property and establishments" of the Oil Company in Iran on the basis of any one law 
relating to nationalisation of industries in England which would be acceptable to, the 
‘Company. 

* (2) In case this proposal is not agresable to the Oil Company, the Company may 
determine which one of the laws relating to nationalisation of industries it would like to have 
‘4s basis of the judgment by the LC.J., and it may also specify the principles of such law which 
fe agreeable to the Company as the basis of judgment. in onder that the question may 
receive consideration, 

* (3) Inesmuch as it may take a long time to refer the case to the judgment of the 1.C.J. 
land obtain a result (and whereas) the Iranian Government would like 10 settle the difference 
as soon as possible, the Iranian Government desires the Oil Company to name the amount of 
‘compensation to which it considers itself entitled (regardless of Iran counterclaims). Pethaps 
= — ‘of compensetion can be settled by direct negotiation and without reference to 


4. Saleh translated this document aloud paragraph by paragraph. At end first para- 
Staph T asked Musaddig if I was to understand he now wished terms of reference expressly 
{0 fimit compensation to “ property and establishments" of Oi) Company in Iran. He replied 
in affirmative, adding that in any event coal nationalisation law not applicable to situation in 
Tran. In England owners of mines bad title to them. In Iran former company did not own 
any land or subsoil minerals. Tt owned merely certain physical property above ground and 
had right to exploit and refine oil. Iran willing to permit Company to claim compensation 
for losses of physical property above ground but not for loss of rights to exploit or refine. If 





Iran should be willing to agree to pay compensation for loss of such rights that would mean 
that it Would be agreeing to pay compensation for Joss of future profits. Iran could not do 
that 

5. I reminded Prime Minister of Singct* four previous conversations. He had explicitly 
told me that he would be willing to permit Arbitration Board to settle question compensation 
cof basis any British law nationatising a British industry acceptable to former company: and 
that in answer to questions put by me he had stated that such basis for settlement would be 
agreeable to him even though British Taw selected would provide for payment to former 
‘owners of compensation for loss of future profits. It was on basis this statement to me that 
‘Our present conversations fad been inaugurated. He said he did not remember making such 
statement to me. We had discussed many things . He thought however be had always mads 
it clear that fran Would not agree to any arrangement which might involve payment of com 
pensation for Joss future profits. In any event, he had emphasised throughout our talks that 
anything he might say was subject to approval of Majlis. He was convinced from talking with 
hhis advisers thst Majlis would not agree to any formula which might make it possible for 
British to claim compensation for loss of future profits. I told Prime Minister that if that 
was his position, I feared all our conversations had been in vain. I was convinced, as 1 had 
told him in conversation of December 25, that British could not accept terms of reference 
Which would limit compensation 19 losses resulting from confiscation of physicel property 
‘of Company in Iran. 1 was sure that whole business world wou'd consider that Company 
was right in insisting that in determination of compensation, losses of future profits should be 
given consideration. If his position as now outlined to me should be conveyed to British our 
‘conversations would probably be terminated, 

6, Musaddig indicated considerable distress, maintaining he anxious for settlement, He 
suggested that second paragraph of document be tandated before further discussion. This 
paragraph might serve as alternative if first paragraph unacceptable. Saleh translated second 
paragraph;  Tsaid T did not think it would serve any useful for Company to specify 
principles of any British law as suggested in this paragraph since Musaddiq had already made 
iter that he would not acept any formula which would make it posible for Company to 
claim compensation for other than physical property in Iran, Prime Minister said he did not 
see why presentation of this document would mean termination of conversations. If British 
did not lke suggestions contained in it they could give countersuggestions. I said British had 
already presented their formula in proposals which I handed him on January 15th, He had 
‘ot really replied 10 British formula... Instead he was proposing new formulae which had no 
real resemblance to suggestion of British.  Musaddiq asked that third paragraph be translated 
told him that this paragraph, if given consideration, would transfer our conversations into 
‘area which T not in position to enter. Both British and Iranian Governments had indicated 
their agreement for United States to carry on conversations in an endeavour achieve oil 
settlement of basis international arbitration or adjudication of question of compensation, 
Paragraph 3 seemed to suggest discussion of lump sum settlement. I had no authority disc 
this Kind of settlement. [ would submit document in question to United States Government 
but in doing s0 1 would inform it that I had told him T unable to discuss suggestions of kind 
contained in paregraph 3, 

7, Musaddiq reveried 10 pormgraph 2 of document. He said he would be willing to 
consider principles involving compensation for loss of future profits he was sure 
that amount to be claimed would not be exorbitant. His advisers had told him that Majlis 
‘would never agree to oil settlement involving risk even though remote that Court might find 
Iran Hable to. pay compensation for loss of profits amounting to £150,000,000 annually for 
32 years. T ttied to convince him his fears groundless. Judges of Court were reasonable men 
not likely hand down decision so ridiculous. He insisted that risk existsd. If British would 
{et him know what was maximum amount which it would claim he might agree, if that amount 
was not too exorbitant, that Court could adjudicate claim with terms of reference 
including compensation for loss of future profits. If British desired to know size Iran’s claims 
te would be willing give i in return, 

8. T told Musaddig I disappointed that we seemed so rapidly to be approaching dead- 
lock. I had entertained hopes that settlement might be achieved on basis which would 
Jeave fren master of its own oil industry. would offer Iran opportunity sell oil abroad on com- 
mercial basis, would afford guarantee Tran would not be saddled with burden. indebiedness 
‘greater than it could beat, which would provide Iran funds to meet its financial needs until oil 
reverives would again begin to accrue. Musaddig said I had failed in one respect. 1 had not 
been able to guarantee that Tran would not be saddled with burden of indebtedness greater 
than it could bear. T seid if Tran would be called upon to pay its indebtedness only from 
25 per cent. of derived from sale of oil, burden would not be unbearable. Unfortu- 
nately Tranian nent apparently was not willing evento bear tis relatively tight burden. 
Musaddiq said it might be willing to bear such burden if it knew number of years involved 
‘Over how many years would Tren be expected to pay? I said that would depend upon 
judement of Court.“ Musaddig said on a basis of this kind it would not be necessary to 80 to 
Court,” He would be wiling to present to Majlis agreement whereby for certain number of 
years Iran would pay in settlement compensation 25 per cent. of gross proceeds from its oi 

he received 
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export. Only question to be settled was number of years. That could be settled in conver- 
sation of one hour if British were agreesble. Difficalty with lump sum method would be 10 
satisfy public opinion in Iran and. United Kingdom. Method of definite number of years 
but indefinite global amount would be much easier to sell ai feast to Iranian public. Another 
advantage of this method would be that Company would in sense become partner of Iren. 
Both would want to sell as much Iranian oil as possible. | told Musaddig I unable discuss 
this kind of settlement with him. 1 could only discuss settlement based upon. international 
arbitration or adjudication of compensation, 

9. Musaddig said he hoped some way could be found to prevent termination of conver- 
‘ations. Iwas important not only to Iran but to word that dispute be settled. repeated in 
‘view of position which he had this evening assumed I could, for moment at least, see no wa} 
avoiding deediock. mae 

10. My tentative comment. 1 do not think that Musuddig could have failed to realise 
that decision of sarge advisers that terms of reference must be worded so as to limit 
compensation to ysical property of Company in Iran would destroy all possibility of 
settlement of tion by internation! arbitration or adjudication. He hope. therefore, 
to be able to shift convers:tions to another basis, that of reaching agreement on lump sum 
to be paid as compensation or preferably on definite period of yeers over which Iran would 
Pay 25 per cent. of gross proceeds from oil exports as compensition. 
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TUDEH PARTY ACTIVITY 
Sir R. Makins to Mr. Eden, (Received January 31) 


(No. 75. Saving, Confidential) Washington, 
(elegraphicd January 29, 1953, 


Ina telegram dated 19th January to the State Department, the United States Embassy 
{in Tehran, in a review of Tudeh activity, reports that a group of twenty-four Tudeh activists 
from Tehran had been convicted under the new public security law for being involved in an 
‘unti-Shah demonstration on the occasion of the Shah's birthday. Sentences varied from three 
months to one year's forced residence on an island in the Persian Gulf. A group of ‘Tudoh 
activists from Isfahan was similarly sentenced. ‘Tudeh lawyers are continuing their efforts 
Yo oblain the release of the convicted men. Despite these sentences, Deputy Bagai has 
fecently been attacking the judiciary for having been lenient with the Tudeh party and for 
hhaving released some of the more important Tudeh leaders. ‘The present attitude of the 
newly appointed Director-General of the Ministry of Justice, Manuchehri, 1s not known but 
in 1946 he told an employce of the United Staies Embassy that he was a Communist and 
“all roads lead to Communism ". 

2. Tudeh tine newspapers, despite a luck of qualified personnel and police interference 
eomtinued to appear regularly. The official Tudeh organ. Mardom, however, failed to appear 
uring the later part of December ; the United States Embassy has no information as to the 
reason for this, 

3. Tudeh line newspapers have recently shown signs of increasing the intensity of theit 
ftzcks against Point [Vand the American military advisers. Sinco the recent Prague trials, 
the Jewish-American Joint Distribution Committee has also been the target of attacks, 

4. There are signs of increasing dissension and dissatisfaction within the ranks/of the 
Tudeh party due to demands on the time of its members ead the financial contributions 
Fequired. There is also dissatisfaction at the failure of the party to bring about. positive 
improvements in the living standards of the workers as well as lack of protection from the 
activities of the security forces and anti-Communist groups. Sources close to the Chief of 
Staff. Baharmast, report that he is taking great interest ia. the Tudeh party apparently as a 
esull of having been alerted by Dr. Musaddiq to the potential dangers provided by the 
‘Communist movement. 
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ANGLO-AMERICAN PROPOSALS OF JANUARY 15: CHANGE OF 
POSITION BY Dr. MUSADDIQ 


Foreign Office to Sir RMakins. (Washington) 


hs Foreign Office, 
«No. 440. Confidential) 
(Telegraphic) January 31, 1953. 

Your telegram No, 184 and previous connected telegrams. hae 

‘was about to ask you to give the Stzte Department my comments on the United States 
Membrandam which way received on the 28th January. These comments would have shown 
‘what I regarded as points of substance and how strongly I felt that no further concessions 
ould be made. They also would haye shown that we were very ready to consider how other 

ints could be presented i a form in which Dr. Musaddiq could more easily accept them. 
view of Me Henderson's ‘of his conversation. with Dr. Musaddiq on 28th January 
‘which you will have received from the State Department) we must clearly take fresh stock of 

situation, 

oe sete not wish say “1 wld you so", but J abink ve United States must agree that 
the latest news from ‘Tehran shows that we were right in insisting on making the proposals 
which we put to Dr. Musaddig as watertight as possible. It also makes it clear that if there 
Isa deadlock this will not be because Her Majesty's Government have been excessively rigid 
in their attitude but because Dr. Musaddiq has withdrawn from the position on which 1 
whole of the proposals of 15th January were based. : 

3. admire the way in which, Mr, Henderion took sue with Dr. Musi on the 

‘of the right of Her Majesty’s Government to claim comy :n 
rots As Mr. Henderson Pobsted out it was solely because Dr. Musaddi had. on 25th 
December, agreed that this claim could be made that it was possible for him to put forward 
the proposals of the 15th January. 

'4._ ILis also very satisfactory that Mr. Henderson should have refused to be drawn into 
discussion on the possibility of compensation being assessed by any other method than 
impartial arbitration. 

5. There now sem to be two posible coures of action open seferces 

(a) The course 1 should much prefer is to take no further action with Musaddiq, 
and feave it to him to come towards tw If he did that, we and the United States would 
listen to what he had to say. ‘This would place us in a good bargaining position and the 
would be a much better prospect of reaching agreement on the January 15th proposals. For 

"ur own information the danger seen here to this course is that as time went on the United 
Sines Government might, despite what you say in paragraph | of your telegram under 


rence, bevome impatient again and press us to consider a fresh approach on an entirely 
Tete bist that ‘event they mipht even revert the dea of lump sum compensation 19 
Which, as was explained in my telegram No, $300 Her Majesty's Government see strongest 
hyetion. Lope wil not bs neeway for yout, ‘become involved in further discussion on 


t, but if this is inevitable L suggest you confine yourself to the arguments that. 
from be pat ‘of view of discouraging other countries from following Persia's example, the 
threat of tatemnational arbitration on loss of profits is the most powerful deterrent. 

7. (b) Mr. Henderson might try to bring Dr, Musaddiq back to considering the pro- 
posals of Sth January, I do not mean that Mr. Henderson should produce any new 
Gocuments. The more documents we give Dr. Musaddiq the greater the danger of his 
publishing them in the event of a breakdown, and the greater the danger that no future Persian 
Government would be willing to resume where Dr. Musaddig had left off. Mr; Henderson 
feould ask Dr. Musaddiq to forget their conversation of 28th January and to address himself 
to the proposals of the 15th January which were a fair and reasonable offer. Mr. Henderson 
‘would have to explain that these oust be taken as a whole, and sprang from Dr. 
‘Musaddiq’s acceptance of the principles of international arbitration and a claim to compen- 
‘sation for loss of profits. He make it perfectly clear that he was not authorised to 
Giyeuss proposals On any other basis, though pure points of drafting would be a matter for 
discussion and mutual accommodation. > 

8. Unless you see objection please approach the State Department accordingly. making 

for coure (a). I have told the United States Chargé d’Affaires that 
would prefer to negotiate with the United States 
‘course, take full advantage of contzcts with the United 
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CASPIAN FISHERIES AGREEMENT BETWEEN THE SOVIET UNION 
AND PERSIA 


‘Received February 9) 
Moscow, 
February 3, 1953. 

‘On October 1, 1927, an Agreement on the exploitation of the fisheries of the southern 
shore of the Caspian Sea was concluded between the Government of the USSR and the 
Government of Iran. In accordance with this Agreement there was then established a mixed 
Soviet-franian Company * franryba”. ‘The period of activity of the * Iranryba ” Company 
‘was set at 25 years by said Agreement. The t envisaged also equal shares of the 
Iranian Government and of the Soviet Government in the capital of the Company and equal 
fights in the administration of this Company's affairs. Thus. the Agreement of October 1, 
1927, was concluded on the basis of full equality of rights of the parties and respect for the 
State'sovereignty of Iran and the national interests of the Iranian peo 

‘In connection with the fact that on January 31, 1953. the period of activity of the 
“Iranryba” Company came to an end, the Soviet Government introduced a proposal for 
prolongation of the work of the Company for a further period. 

‘On January 29 Musaddig, Prime Minister of Iran, announced to the USSR. Embassy in 
Iran that the Iranian Government had decided to terminate the work of the Company in view 
of the expiration of the period envisaged by the Agreement, 

‘At the same time the Iranian Government stated that it will observe completely the 
obligations it assumed in connection with Article 4 of the Soviet-Iranian Agreement of 1927, 
Which provides that the Iranian Government, in case of non-resumption of the work of the 
“ Iranryba Company, obliges itself not to give the fisheries as a concession for the course 
‘of the following 25 years to third States or their subjects. It obligatcs itself to. exploit them 
exclusively through the appropriaie organs of the Iranian Government and on its part not 
40 invite other specialists besides Iranian subjects for exploitation of these fisheries. 

In connection with the decision of the Iranian Government to terminate the work of the 
* Iranryba™ Company, the USSR Ambassador in Iran, Comrede Sadchikov, on instructions 
of the Soviet Government, on February 2 presented to Musaddiq, Prime Minister of Iran, a 
letter of the following content= 

“Mr. Prime Minister, 


__. “In connection with your communication to the effect that the franian Government, in 
view of the expiration on January 31 of this year of the period of work of the mixed Soviet- 
Tranian Company *Iranryba , has decided not to resume the work of this Company, 1 have 
been instructed to state the following: 

"The Soviet Government, in introducing its proposal for prolongation of the work of 
“Itanryba * for a further period. proceeded from the fact that the work of the * Iranryba* 
‘Company. which is profitable for both countries, facilitates the development of economic 
cooperation and the maintenance of friendly relations between Iran and the Soviet Union. 
Being direct participants in the * ranryba” Company. the Iranian Government and the 

Government ‘equal shares in the capital and equal rights in the administration 
‘of this Company's affairs. 

“The Iranian Government has received considerable material advantages froth the work 
of the “Iranryba" Company. It received 64 per cent. of all the * Iranryba” Company's 
income in the nature of profits. and also in the nature of reat payments for the fisheries and 
taxes paid by the Company to the Iranian Government. During all the time of its existence 
the * Irenryba’ Company has exerted a favourable influence on the development of the 
‘sconomic life in the northern maritime regions of Iran and has secured the means of existence 
for a considerable part of the population of these regions. 

“The Iranian Government, in deciding not to resume the work of the *Iranryba” 
‘Company in view of the expiration of the period of its activity, has taken advantage of its 
legal right envisaged by the Agreement on ‘Iranryba * concluded in 1927 on, the basis of 
full equality of rights of the parties and respect for the state sovereignty of Iran and the 
Rational interests of the Iranian people, 

“The Soviet Government takes note of the communiqué of the Ineniun Government 
on the above-mentioned decision concerning the * Iranryba * Company. 

Tie Soviet Government considers it necessary to pote the important significance in the 
Case of further strengthening the good-neighbourly relations between Iran and the Soviet 
Union of the fulfilment by the Iranian Government of the obligations contained in Article 
{of the above-mentioned Agreement. As is known, in this article itis provided that ° The 
Persian Government takes upon itself the obligation, in case of non-renewal of the Company's 
Soncession, not {0 give these fisheries as a concession for the next 25 years to third states or 
their subjects. It obligetes itself to exploit them cxclusively through the appropriate organs 
Of the Persian Government and on its part not to invite other specialists besides Persian 
Subjects to exploit these fisheries 





“The Soviet Government also takes note of your statement to the effect that the Iranian 
Government will observe completely the obligations assumed by it in connection with Article 
4 of the Soviet-Iranian Agreement of 1927. 

“ In connection with the decision of the Iranian Government on termination of the work 
‘of the mixed Soviet-lranian * Iranryba* Company, and bearing in mind the execution of 
measures for liquidation of the * [ranryba ” Company. and for division of its property equally 
between both parties, as has been provided for by Article 4 of the Soviet-lranian Agreement 
‘on exploitation of the fisheries of the southern shore of the Caspian Sea between the USSR 
and Iran of October 1. 1927. it is now necessary to form a Soviet-Iranian Liquidation Com- 
mission. The Soviet Government has given the USSR Ambassador in Iran appropriate 
instructions on this question, The Soviet Government expects that the Iranian Government 
‘on its part will not delay in appointing its representatives to said Liquidation Commission, 

“1 request you, Mr. Prime Minister. to accept assurances of my highest esteem. 

1 SADCHIKOV.* 


THE CASPIAN FISHERIES 
Persian Note to the USSR 


‘The text of the Persian Government's Note to the Soviet Government intimating that the 
Caspian Fisheries Agreement was not to be renewed was broadcast by Tehran radio on 
ist January; it ran as follows>— 

“The Imperial Persian Ministry of Foreign Affairs presents its compliments to the 
Embassy of the USSR and, in reply to Note No. 106, dated 24th October, 1952, concerning 
‘agreement on the date of expiry of the of Ist October. 1927, regarding the southern 
Caspian shores fishing which was fixed for 31st January. 1953. respectfully states that, because 
the date of the expiry of the agreement is today and becxuse the Company automatically 
dissolves, you are requested, acting on this aide memoire, to arrange for the appointment of 
representatives of the Soviet Government to settle the Company's assets end affairs and to 
present them to this Ministry. so that they may be forwarded to the authorities concerned. 

™ You are informed in conclusion that the Imperial Government of Persia will endeavour 
to fulfil the provisions of the last part of Article 4 of the agreement.” (Tehran 11.40, 31.1.3) 


The Soviet Statement on the Caspian Fisheries 

The text of a ststemcnt issued by the USSR Ministry of Foreign Aflairs on the termination 
of the Persian-Soviet fisheries agreement was published by Tass as follows. 

In the USSR Ministry of Foreign Affairs. 

On Ist October, 1927. an agreement was concluded between the Governments of the 
USSR and of Persia on the exploitation of the fisheries of the southern coast of the Caspian 
Sea, In conformity with this, a mixed Soviet-Persian company. " Iranryba,” was formed to 
operate for 25 years. The agreement also provided for equal shares as between the Persian 

Sovernment and the Soviet Government in the Company's capital, and equal rights in the 
management of the Company, Thus the agreement of Ist October, 1927, was concluded on 
the basis of the complete equality of the contracting parties. and of respect for Persia's State 
sovereignty and for the Persian people’s national interests. 

In connection with the fact that on 31st January, 1953, the period of the “ Iranryba 
‘Company's activities expired, the Soviet Government proposed an extension of these activities. 
On 29th Junuary, the Prime’ Minister of Persia, Dr. Musaddig. informed the Soviet Embassy 

Persia that the Persian Government had accepted the decision on the termination of the 
Company's activities in view of the expiration of the period envisaged by the t. 

"The Persian Government stated sccondingly thet it would observe ful'y the obligations 
accepted under Article 4 of the 1927 agreement not to grant for a further 25 years fishery 
‘concessions to any other State or to the subjects of any other State, in the event of the non- 
renewal of the activities of the “ Iranryba"” Company. It undertakes to exploit the fisheries 
‘only through the appropriste Persian sent organs and not to invite any experts other 
than Persian subjects to exploit these fisheries 

In connection with the Persian Government's decision to suspend the activities of the 
“Tranryba" Company, the USSR Ambassador in Persia, Comrade Sadchikov. on 
2nd February handed Dr. Musaddiq the following letter in accordance with the Soviet 
‘Government's instructions: — 
™ Prime Minister, 

In connection with your statement (0 the effect that the Persian Government, in view 
of the expiry on 31st January of this year of the period of the activities of the Mixed Soviet- 
Persian “Tranryba” Company, has 4 decision not to renew the activities of this 
Company, I have been instructed to state the followine. 

"The Soviet Government, in submitting its proposal to continue the “Iranryba "Company's 
activities, proceeded from the view that the activities of “ Iranryba.” being beneficial to both 
sides, promote the development of economic tion and the maintenance of friendly 
relations between Persix and the Soviet Union. Being the direct participants in the * Iran- 
ryba* Company. the Persian Government and the Soviet Government have equal shares in 
the capital snd equal rights in the administration of this company. 


a 


“The Persian Government has received consiserable material benefits from the activities 
of the Iranryba " Company. It received 64 per cent. of the Compiany's income in the form of 
profits, rents for the fisheries. and taxes paid by the Company to the Persian Government. 
During the whole period of its existence. the ‘ Iranryba” Company exerted a beneficial effect 
‘on the development of the country’s economic life in Persia's northern. coastal areas and 
ensured a means of existence for a considerable part of the population of these areas, 

“In accepting the decision not to renew the activities of the * ranryba "Company in. view 
of the expiry of the period of its activity, the Persian Government has exercised its legal rights, 
asem by the 1927 agreement which was concluded on the basis of the complete equality 
‘of rights of the contracting parties and respect for Persia's State sovereignty and the nstional 
interests of the Persian people. 

“The Soviet Government takes cognisance of the’ Persian Government's ‘statement on 
the above decision with regard to the * Iranrybs ” Company. 

™ The Soviet Government considers it necessary to note the importance, in the cause of 
the further strengthening of good neighbourly relations between Persia and the Soviet Union, 
‘of the fulfilment by the Persian Government of the obligations contained in Article 4 of the 
‘above agreement. As is known, this article provides that “the Persian Government under- 
takes, in the event of the non-tenewal of the Company's concessions, the obligation not to 
‘grant these fisheries as concessions for the next 25 years to other States or their subjects. It 
tundertakes to exploit them exclusively through the appropriate orgzns of the Persian Govern- 
‘ment and, on its own part, not to invite for the exploitation of the fisheries any experts other 
than Persian subjects *. 

“The Soviet Government also takes cognisance of your statement that the Persian 
Government undertakes to observe fully the obligations it accepted under Article 4 of the 
Soviet-Persian agreement of 1927. 

“In connection with the Persian Government's decision on the termination of the 
activities of the Mixed Soviet-Persian * Iranryba ' Company. and having in mind the measures 
for the liguidation of the * Iranryba” Company and for the equal sharing of its property 
between the two sides. as provided for by Article 4 of the SovietPersian agreement of 
Ist October, 1927, on the exploitation of the fisheries of the southern shore of the Caspian 
Sea, it fs now necessary 10 form a Soviet-Persian liquidation commission. The Soviet 
Government has given the Soviet Ambassador in Persia appropriate instructions on this 
question. 

“The Soviet Government expects that the Persian Government, for its. part, will not 
delay the sppointment of its representatives for this liquidation commission, 

“Please accept. Prime Minister. my assurances of my high regard, 

(Signed) 1, Sadchikov.” Tass 2.2.53) 


No, 18 
UNITED STATES VIEWS ON TWO ALTERNATIVE MOVES 
Sir R. Makins to Mr. Eden. (Received February 11) 


(No. 288. Confidential) 
‘Telegraphicd February 10, 1953. 

My telegram No. 235: Persian oil. 

Bedell Smith asked me to call this afternoon. Byrozde, Linder and Nitze were present. 
Byroade said that a telegram had been sent to the United States Embassy in London giving 
their views on two alternative moves. The United States Embassy in London would make 
these available (0 you together with the necessary texts. Dulles will wait for your observations 
before he makes up his own mind, 

2. State Department feel that decisive stage has now been reached and they must either: 

(@) withdraw from the negotiations or 

(6) put forward final document containing variation of paragraph 3 of part 11 of com: 

pensation agreement, limiting the period of payment of compensation on the lines 
of my telegram No. 201, 
3. They did not feel that this would necessarily lead to a solution, Indeed they were 
from optimistic. But they thought that this would be a much better ground on which to 
and put us both in 2 stronger position to deal with Persian reactions. 
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States market including West Coast at a profit. They understand our objection to a settle- 
‘ment with Persia which might undermine the arrangements with other oil-producing countries 
but they believe that the undercutting by Persia of world wide marketing arrangements might 
in the long run have even more serious consequences, 

‘5. L said that as these considerations had been put to you in London 1 would not com- 
ment. But I thought you would be reluctant to contemplate course (6) oa the grounds that it 
would open up praspects of further interminable bargaining with Musaddiq in the course of 
‘which the present proposal would be further nibbled away. (Bedell Smith sees this point 
clearly.) Lasked whether they were prepared to put the proposal forward as a firm and final 
‘one. They replied that subject 10 Dulles’ view that would certainly be firm as far as the term 
of years was concerned, In thei opinion te nly futher rom lent for negations would le 
in the 25 per cent. of the gross earnings on products. agreed that this percentage was 
right for crude but that it was high for products. But as Musaddiq himself had suggested it, 
they did not query the point. 

6. On. course (a) I enquired whether they did not think it would be right before 
Henderson disengaged to put in the proposals of 15th January as they had been modified in 
the intervening negotiations. They said no. If the negotiations were to be broken off they 
proposed to do it without the submission of any further document. 

7. Iwill not escape you that if we insist on course (a) the United States Government 
will withdraw on the basis that they have been unable to bring two recalcitrant parties 
together, while if we follow course (b) and the negotiations break down as they almost 
certainly will, they will be a combined Anglo-American position from which 10 deal with 
future developments, 
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MEMORANDUM COMMUNICATED BY THE UNITED STATES 
EMBASSY, LONDON, ON FEBRUARY 15, 1953, GIVING AN 
ACCOUNT OF A MEETING BETWEEN THE UNITED STATES 
AMBASSADOR AT TEHRAN AND Dr. MUSADDIQ) ON 


FEBRUARY 14 


(Confidential) 

Dr, Musaddig asked to see Ambassador Henderson at noon on February 14th. Musaddiq 
began by saying that it had beoome clear that the British did not want to arrive at a settle 
ment of the oil problem ; that it was no longer possible for him to handle his critics who were 
{demanding immediate action inthe light of he steady deterioration of Tranian economic and 
financial situation ; and that he had therefore made the decision to forward a message to 
the Majlis on February 17th stating that there was no longer a hope of achieving a settlement 
of the oil problem and asking for its approval for Iran to begin immediately to sell oil to all 
‘comers at any price which could be paid. The Prime Minister added that he was concious 
‘of American concern regarding the sale of oil to countries behind the Iron Curtain. Never- 
theless, in the light of public opinion in Iran, he had no other choice in the event of a break 
down in the talks than sales to any nation which is willing to purchase unless American 
nationals or the American Government were ready to buy Iran's oil in substantial amounts. 

‘Ambassador Henderson told Dr. Musaddiq that he felt that it would be premature to 
take'such action. He still hoped to receive instructions during the coming week which would 
‘enable him to renew the effort to breach the gap between the British and franian positions. 
Musaddiq said that he was appreciative of the attempts which had been made to solve this 

lem, but he was now convinced that nothing would come from them, Ambassador 

fenderson admitted that the Prime Minister might be correct, but was insistent that as long 
as even a shadow of possibility of reaching a settlement remained, the Prime Minister should 
ot Take prcipiate action. “Musaddig finally agreed to postpone wntl February 2ist the 
action which he contemplates. If the United Kingdom and Iran have not reached agreement 
by that date, he would be compelled to forward his message to the Majlis. 

Musaddiq enquired what woul’ happen if the talks should end i failure during the 
coming, wenk ‘Ambassador Henderson replied by saying that it seemed to him that Dr. 
Musaddig himself was in the best position to answer that question. While he did not wish 
to try to persuade the Prime Minister that he should not sell oil to any buyer at cut prices. he 
nevertheless felt it his duty as Iran's friend to inform the Prime Minister that sales of this 
ind would not solve the Iranian financial problem. Even at cut prices, few responsible 
companies would be willing to come promptly forward and buy Iranian oil in the absence of 
a settlement of the compensation question. Any sales which Iran might make to adventurous 
business concerns in the free work or fo Tron Curtain countries would be so negligible as not 
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to provide any real solution for the difficult economic and budgetary problems which his 
Government is facing. The only effective and proper answer to this problem would be a 
settlement of the question of compensation, followed by arrangements for the sale of sub- 
stantial quantities of oil to buyers who possess the necessary distribution and transportation 
facilities .C- is at present the only potential buyer which is able to distribute substantial 
Guamitcs of iranian of Iran, iit sincerely hopes 10 solve its economic and financial 
problems through its oil industry, should be ready. not only to teach a settlement on com- 
pensation, but to sell large quantities of its oil 19 A.1.O.C. or to some international organisation 
{n which a major role would be played by A.LO.C. Musaddig replied that he is prepared to 
‘ell Iranian oil 10 an international company in which A.1.O.C. would be a participant provided 
that an agreement could be reached on the terms of sale. However, he foresaw te chance 
that the compensation question could be solved. Ambassador Henderson replied that it 
appeared to him that the present issue with respect to compensation is that Iran does not 
desire to agree to terms of reference for adjudication by the LCJ. which might result in Tran 
being required to pay more compensation than it felt itself able to pay; the British felt, on 
the other hand, that in view of public opinion in the United Kingdom and of the opinion of 
the entire business world, they could not agree to terms of reference which would limit com 
pensation to the loss of A.LO.C’s physical property in Iran. 

Dr. Musa expresed agreement but was insistent that he bad pul forward a proposal 
for avoiding this issue by concluding an agreement with the British whereby tran would pay 
25 per cent. of the ‘of the sales of oil over an agreed period of years. However, he 
said that he understood that the British did not desire to listen to proposals for settling the oil 
‘question through means other than adjudication or arbitration. He added that after the 
Various talks which had taken place thus far, the British could not but realise that 10 ugree- 
ent could be reached regarding terms of reference for submitting this question to the 1.C.J 
‘Therefore, British refusal to consider other methods for reaching a settlement constituted 
convincing evidence to him that the British did not desire a settlement. While pretending 
that they want a settlement, the British were utilising their numerous contacts in Iran in an 
effort to overthrow him through alliance of forees which include the Bakhtiari and other tribal 
‘elements, discarded politiciens, fanatical religious groups lead by irresponsible Mullahs, 
Communist front organisations and disgruntled reactionary groups in the bureaucracy and 
army. The British apparently entertained the hope that a subservient Government would 
‘emerge from the chaos which would follow his overthrow. It is possible that the British might 
succead in overthrowing his Government. If they did, however, they would also eliminate 
Tran from the free world. He had no intention of remaining idle while his country is being 
destroyed. He would take counter measures, He was issuing an order to suppress sternly 
vprisings among the Bakhtiari tribes. He expressed the hope that the implementation of this 
‘onder would not create an impression of friction between the Shah and him. Merely because 
the Shah's wife was of Bakbtiati origin, he could not fail to ensure security in that area, 

‘Ambassador Henderson told Musaddiq that he was persuaded that the United. Kingdom 
as just as anxious to reach a settlement of the oil proposal as Musaddiq and that the United 
Kingdom would like to reach an agreement which was 40 advantageous both to the United 
Kingdom and Iran as to make it durable. Ii, therefore, seemed to Ambassador Henderson 
that we should be concentrating on the question of an oil settlement. The Prime Minister 
should not be too pessimistic about such a possibility. A few weeks ago there was a wide- 
grea imprenon that i. would be ipod wo rach 8 stment of the Suan qoostion 

‘as a result of a high order of statesmanship in the United Kingdom and Egypt. 
fan agreement over the Sudan has just been reached. Dr. Musaddiq indicated his surprise 
He said that he had not been informed about this agreement and requested details. Ambas- 
sador Henderson, replied that, although his information was scant, he would outline what 
information he had from foreign press reports. Musaddiq said he was quite certain that 
Exypt would lose by tis agreement. Henderson indicated that, although his information was 
limited. he was confident that the agreement was beneficial to both parties. 

Dr. Musaddig said, after further discussion, that he would stand by the statement which 
he had made earlier in the conversation. If his counter-proposals had not been accepted by 
21st February or if new proposals which appeared to contain promise for a solution had not 
‘been conveyed to him by then, he would send to the Majlis a message along the Tines which 
he had outlined to Ambassador Henderson. 
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AMERICAN PROPOSALS FOR A SETTLEMENT 
Foreign Office to Sir R. Makins (Washington) 


(No; 716, Confidentialy Foreign Office. 
(Telegeaphicd February 18, 1953. 

Your (elegratis Nos. 288 and 323 fof 10th and 14th February}: Persian Oil 

We have now considered the American proposals referred to in your telegram No. 288 
in the light of Henderson's talk with Musaddiq on February 14th. 

2. We note that Musaddiq’s threat to set oil cheaply end the recent weakening in tanker 
freights has caused the State to revert (0 the argument they put to us last 
November that failure to reach any agreement with Persia will undermine the oil price struc- 
ture and that this is a greater danger than any repercussions which a bad agreement might 
have in other concessionary countries. We agree that Persia's chances of selling oil ate 

reater now that more tankers are available. Not oaiy. will this enable potential ” pirate” 
firms to charter more takers. bul cheaper freighis may sable Persian oi 19 sell compstitve’y 
over a wider area, including notably the United Ststes, We do not think however, that Persia 
will be able to find markets for any very large quantities of oil so long as the major companies 
deny their distribution and refining facilities. Nevertheless. even if Persian oil were to appear 
in world markets on an increasing scale, it is still our strong view and that of A.1.O.C. that 
this is a risk that must be faced rather thin make a bad agreement which wou'd unsettle other 
producing countries and certainly: have serious repereussions on British and American com: 
panics’ investments over a wise area of the world, The State Department are making much 
Cf this balange of risks which is essentially one for the oil industry to weigh. There is no 
tevidence that the United States companies have been consulted. You should, therefore, give 
the Stale Department the above assessment which we have made after most careful con- 
sideration and, unless you see objection suggest that the views of the United States companicn 
should be sought, 

3, As regards Musiddig’s latest conversation with Merwlerson, it veems clear that, if he 
really means what he says, his present attitude offers no prospect whatever of any settlement. 
It merely serves to illustrate how necessary it is when deaing with Musaddig to stand firm 
and not cast about to meet each veering mood of allow ourselves to abandon points of 
principle in the face of blackmail, 

4. We dre sure that i dealing with Musaddiq we muit stand on the principles embodied 
jn the 15th January proposals and certainly could not agree to any concessions of wubstance 
at a point when the Americans themselves reslise that the chance of Musaddiq accepting 
anything is nogligible. But there remains the question of maintaining the common Anglo- 
‘Ametican front and, in particuler, of commiting the new Administration to sand with us 
publicly in-the Persian dispute. To secure this. and with the considerations at paragreph 7 
‘of your telegram No. 288 in mind, we are now prepared to accept the idea of limiting com. 
‘pensation to a period! of 20 years. if the Americans think this will do any good, and provikted 
that this further modification is handled in way proposed in paragraph X below, We cannot, 
however, accept the method suggested in the latest American draft to which your telegram No. 
288 refers, as the effect would be that Persia would in certain circumstances not be called upon 
to pay the full amount of the Award, which would constitute a major concession of pri 
We could, however, accept as en alternative the formula given in my immediate following 
telegram, This would replace paragraphs 3 and 4 of Part IT of the latest American draft. 

‘5. You will note that our formula is more or less the same as that suggested by By 

im No. 225, ihe Stte Deparonent bate sot sppercity followed Ic up. 


in your 
We think it beter to refer to 5 percent. of the balance per annum rather than ta fixed 
ul 


period of 20 years, as this may have less influence on the assessment. Our formula 
also provides for the possiblity of Persia paying the “ free” oil in the form of products as 
well as crude. The State Department may feel that Persia’s fears of economic bondage " 
include an apprehension lest A.1.0.C. would not agree to Persia making payments in oil under 
the alternative method provided for in the 15th January proposals. In that case we could 
‘consider varying the formula to include a prior agreement on 2 fixed proportion of the 25 per 
ent, fo be pand in oll and so relieve any Persian fears that the whole of the 25 per ceo. 
‘would have to be paid in cash. 

6. For the reasons given in paragraph 10 of my telegram No. 441, we cannot, so long 
fas the period within which Persia completes the payments remains indefinite, agree to the 
State Department's renewed suggestion that we should no longer insist on obtaining interest 
for compensation due but unpaid, If, however. the formula in my immediate following tele- 
ams accepted twill not be necesty 1o provide for interest inthe Arbitration Agreement 

‘Couirt would know that the payment of the Award was likely to be spread over twenty 
Years and we would ask the Court, in assessing total compensation, to have regard to this 


fact, the risk element should be capitalised and added to the total Award. In these circum- 
stances, however, if we are to delete paragraph $ of Part II of the American draft, it would 
be necessary to insert the following paragraph as (C) of Paregraph (1) of Part I:—* The 
‘Court shall, in determining the sum payab'e under Paragraphs (A) and (B) hereof, have regard 
to the fact that any balance due from or to the Iranian Government will, in accordence with 
the provisions of paragraph 4, be discharged over a period of years by payments not them- 
selves carrying interest. ” 

7. In speaking to the State Department. you should not disguise the fact that our 
suggested formula for limiting the period of payments to 20 years will, during this period, 
‘pnsttute ¢ heavier burden on the Persian economy than the 1Sth January proposals: You 
should make full use of the arguments in paragraph 5 of my telegram No. $13 pointing out 
that the 1Sth January proposals were elastic as regards method of payment in either cash or 
oil, and therefore left it to the Persians whether they wou'd pay off quickly in large annual 
amounts of over a longer period with less annual strain on their economy, ‘They cannot have 
it both ways. 

8, As regards tactics, I must insist that, if we are to make these further changes in the 
15th January proposals, we should not give him the new formula for method of payment 
before confronting him firmly with the 15th January “ package” proposals as a. whole, 
modified on the lines already agreed. To do so would be very bad tactics with Musaddiq. 
Itis surely a normal exercise in diplomacy to see that the other side do not break off nego- 
tiations before the full hand is played. You shou'd, therefore, urge the State Department to 
instruct Henderson accordingly. I could not agree to his putting the new payment formul 
to Musaddig without first having resubmitted to 15th Januery proposals on the lines of 
paragraph 7(b) of my telegram No. 440, 


Ce) 


TRUST ACCOUNT FOR THE RECEIPT OF 25 PER CENT. OF 
RECEIPTS FROM OIL SALES 


Foreign Office to Sir R. Makins Washington) 


«No. 717. Confidential) Foreign Office, 
(Telegraphic) February 18, 1953. 

My immediately preceding tclegram 

Following is text of alternative draft, 

(3) Pending the decision of the Court, 25 per cent. of the gross receipts from all sales 
of oil and oil products exported from Iran shall. unless another currency is agreed between 
the Government of Iran and the Government of the United Kingdom, be deposited in sterling 
in a trust account with a financial institution or trustee bank to be agreed upon between the 
two Governments, or, in default of such agreement, to be specified by the Vice-President of 
‘the Court. and shall await the decision of the Court. Any balance remaining in the trust 
‘account after the execution of the decision shall be paid to the Goverment of tran. 

(4) Any balance due in consequence of the decision of the International Court of Justice 
shall be paid as follows: — 

Ai) If a balance is due to the Company, the method of payment in instalments shall be 
as follows: — 

a) by payment to the Company in cash in sterling of the sum deposited pursuant to 
paragraph 3 above, or of such part of such sum as is sufficient to fulfil the award 
of the Court. 

(b) By payments in cash in sterling, to the credit of the Compiny in a bank designated 
by the latter, of 25 por cent. of the gross receipts from all sales of ofl and oil 
products exported from Iran after the date of the award of the Court for such 
‘period as may be necessury (taking into account the value of any deliveries made 
‘pursuant to (c) below) to liquidate the balance due to the Company after deducting 
the payment made pursuant to (a) above (referred to in 1) below as “the said 
balance 

{c) If in any year the payments made pursuant to (b) above are less than S per ceat. of 
ihe mid balance the Company shall be eniled to recive, and Tran shal deliver 
to the Company, in the same o¢ following year free crude oil, or to the extent 
that may be agreed between the parties free oil products equal in value to the 
amount by which the payments fall short of 5 per cent. of the said balance. 

4d) Any crude oil or oil products delivered pursuant to (€) above shall be valued on a 
hhasis to be agreed between the Iranian Government and the Company : or. in 
default of such agreement. on such basis as shall be determined by an umpire 
appointed by the Vice-President of the Court. 
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(e) The above arrangements do not preclude, if so agreed between the Irenian Govern- 
‘meat and the Company. the discharge of balances due by deliveries of oil to the 
Company in such quantities and over such a period of years as shall be matually 
determined by them. 
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ACCEPTANCE BY THE UNITED STATES OF UNITED KINGDOM 
PROPOSALS 


Sir R, Mokins to Mr, Eden. (Received February 18) 


(No, 345. Confidentialt 
(Tetegraphicy February 18, 1953. 

Your telegram No. 716: Persian Oil. 

Action taken today with Bedell Smith and full State Department team, 

2. They accepted your proposals as a ressonable final position, and expressed much 
appreciation of the manner in which you had responded to their suggestions. Only difficulty 
arises on tactics. They feel very strongly that it would put Henderson in an almost untenable 
position if he had to put the 1Sth January proposals, as previously agreed, without indicating 
that any further concession was possible. They consider that Musaddiq would be likely to 
reject this sharply; Henderson would then have no opportunity of presenting the final 
Western proposal and, if this was rejected by Musaddiq of disengaging in most favourable 
circumstances from our point of view. 

Ysicl. They therefore propose that Henderson should put in the 15th January proposals, 
as. previously amended, bat giving Musaddiq the choice as regards method of payment 
between the existing text and that contained in your telegram No. 717, and including the 
provision about interest in paragraph 6 of your telegram under reference. 

3. In expressing the earnest hope that you would agree to this method of hendling the 
‘matter, Bedell Smith made it clear: 

() That in his opinion and that of Mr, Dulles. both the Americans and ourselves had 
‘now reached the limit of concession, 

(i) That they regarded this as the last round and that if Musaddiq did not accept, 
Henderson would disengage. 

(iii) That if a break came on. the basis of this final propowal, they would join us in 

defending It as firm and reasonable. 

4. They think that unless Henderson can act very soon, Musaddiq himse'f may take the 
initiative in breaking off the discussion and. they therefore want to instruct him to act 
immediately. 

5. Do you agree to State Department proceeding accordingly? If I understand your 
last paragraph correctly your essential point is that next approach to Musaddiq should rest 
firmly on 15th January proposals, and this objective seems to be achieved. State Department 
argue with force that there is only time for one more move. 


w 
ANGLO-AMERICAN AGREEMENT ON PROPOSALS 
Foreign Office to Sir R. Mokins Washington) 


(No, 740, Contidentiad Foreign Office, 
(Telegraphic) Febrinary 19, 1953. 

x, Your telegram No, 345 and my weg No. 755 lof 18th nd 19th Febnaaryl: Penn 
oil. 

Tan very glad we are so closely in agreement.’ 

2, [agree to Henderson putting both proposals for metho! of payment to Musaddiq, 
but aga maler of tactics should greatly prefer him to do itn the following way 

3. Henderson would remind Musaddiq that he had reported all their conversations to 

Washington and to London. The two Governments. had the impression that Musaddig was 
seeing difficulties where none existed and was quite unreasonably suspicious of British motives. 
The proposals put to Musaddiq on 15th January were a serious offer which world opinion 
would recognise as just and equitable. Musaddiq should look at these proposals again. In 


drafting them our Governments had done all they could to mect Musaddiq’s public relations 
difficulties and Henderson would hope that Musaddiq would on reflection find the proposals 
acceptable. At this stage Henderson would no doubt mention the minor changes contained 
in paragraph 2 of my telegram No, $13 which we were prepared to introduce in a further 
‘effort to meet Musaddiq.. 

4. Henderson could add that finally we were wlso ready to meet his point in regard to 
the need for a maximum period within which the Arbitral Award would be paid, and that 
Musaddig would see that the formula suggested would have that effect. Henderson would 
make it clear to Musaddiq that both Governments had said their last word and that Musaddiq 
‘could not expect any further modifications. 

$.. You should inform the State Department that I have taken note with gratification of 
the attitude of General Bedell Smith and Mr. Dalles as reported in paragraph 3 of your 
{clegram under reference. 





No. 21 
REFUSAL OF Dr. MUSADDIQ TO FACE UP TO OUR PROPOSALS 


(No. 45 Intel, Confidential Foreign Office. 
(Tetegraphicd February 21, 1983. 
My Intel No, 20 lof 17th January! Persian Oil 
Since the date of my telegram under reference, the United States Ambassador at Tehran 
has had a number of conversations with Dr. Musaddiq. In the course of these Dr. Musaddiq 
‘onstantly shifted his position and was consistent only in his refusal to face up to our 


2._ As regards claims and counterclaims Musaddiq first said that the International 
Court itself should adjudicate, but he went back on his agreement to consider terms. of 
reference which would allow the A.LO.C. to claim compensation for loss of future profits 
Later he said that he did not want to go to the International Court at all and proposed that the 
Company should be compensated by taking 25 per cent. of Persia's oil revenues, whatever 
these might be, over a period of years to be agreed. 

3. As regards the United States financial aid, Musaddig picked on the provision in the 
DMPA. Agreement requiring Persia to pay interest if deliveries of oll fell info arrears and 
‘said that rather than pay interest he would take only the initial payment of $S0 million. He 
{tied 10 separate the commitment fo enter commercial negotiations for a sales contract with 
the “International Company” from the D.M.P-A. Agreement, itt which context, as he 
doubtless realised, it would have had the character of an obligation to the United States 
Government, who could have taken action if it were not honoured. 

4. In the face of these maneuvres Her Majesty's Government and the United States 
Government agreed that no further points of substance could fe conceded and that this must 
‘be brought home to Musaddiq. There were, however, certain points which the two Govern- 
ments agreed might be presented somewhat differently if the manner of their presentation 
would make the difference between acceptance and refusal, Among other things, the Defence 
Materials Procurement Agency would not appear in the agreement, the term ‘a designated 
agency ofthe United States Government” being wed istead. Finally since Musaddiy had 
Ai one point indicated that it would be more acceptable to public opinion in Persia if the 
Period over which compensation were to be paid cou'd be defined, Her Majesty's Government 
agreed in deference to United States suggestions, that the period could be set at a maximum 
of twenty years provided that nothing in the terms of reference limited the amount of com- 
‘pensation which the International Court would be asked to award. We realised, of course, 
that this might impose a greater burden on Persia than the flexible provisions of the 1Sth 
January proposals, since the shorter the period of payment the greater the annual amount. 

5. Accordingly on 20th February the United States Ambassador 2t Tehran again con- 
fronted Musaddig with te esentials ofthe 1Sth January propos varied as indicated nbove 
Musaddiq’s reaction was unfavourable. but he is consulting his advisers before giving a final 
view. The United States Ambassador has instructions to make it clear that Musaddiq cannot 
-expect any further modifications. 

6. You will be informed as soon as the outcome is clexr. Guidance for publicity in the 
event of negotiations being broken of, or alternatively of their succeeding, will follow. Beirut 
please pass to Merdiv. 
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‘TELEGRAM FROM THE UNITED STATES AMBASSADOR AT TEHRA| 
GIVING A FULL REPORT OF HIS CONVERSATION WITH 
Dr. MUSADDIQ ON FEBRUARY 20 


(Communicated by the United States Embassy on February 21) 
(Confidential) 


1. Ambassador Henderson reports that when he saw Dr, Museddig on 20th February, 
the later appeared in unuswally good humour. After exchanging amenities, Ambassador 
Henderson told him that following weeks of discussion and study between the United Kingdom 
and the United States on the basis of the conversations in Tehran, he had come to present 
hhim with some proposa's. ‘These took the form of a draft Heads of Agreement and a draft 
Compensation Agreement. 

2. Ambassador Henderson said that the Compensation Agreement represented British 
proposals for settling the problem of compensation. The United States Government and 
‘Ambassador Henderson himself regarded them to be fair and considered that if accepted they 
would permit Iran to overcome difficult compensation problem without danger of being 
saddled with an unbearable burden of indebtedness. He said that two versions of the com- 
pensation draft had been ‘and he would present both in due course. Musaddiq would 
realise on examining them that the British, without abandoning principles to which they felt 
they must stick, hed done their utmost to meet the various proposals which he had proposed. 
‘They were not able to go further, 

3. Musaddiq would also note that the United States original draft of the Heads of 
Agreement had also been amended to conform as far as possible with his views. 

4. Ambassador Henderson told Musaddig that, before giving him the documents, he 
wished to siress that unless the United States iment and himself were not convinced 
that the acceptance of these documents would benefit the Iranian people and its Government, 
the United States Government would not have sent the proposals to him nor would he be 

ving them to Musaddiq in his present state of hopefulness that they would be accepted. 

should Musaddiq not be able to equal the conciliatory attitude shown by the British Govern- 
ment. the Government of the United States would have no alternative but to conclude that to 
try and keep the present conversations alive would serve no useful purpose. He had a deep 
sense of responsibility in presenting the document to him and could appreciote that in making 
the decision which now awaited him, he, Musaddiq. must have an even greater sense of 
responsibility, not only towards his own people but also toward peace-loving people through- 
out the world, 


ister stated he appreciated the efforts made by the United States 

. He personally was sure that no matter what should be the results of the present 
conversations, the United States Government was attempting to promote a settlement which 
had. Iran’s interest at heart. Ambassador Henderson replied that he was convinced that, 
despite the absence of diplomatic relations with the Government of Iran. the Government of 
the United Kingdom also had Iran's interest at heart and had no desire to reach an agreement 


which would be ive to Iran. He said that eloquent testimony of British good will was 
‘contained in the proposals which he was about to give Musaddiq 

6. The two alternative drafts of the Compensation nt were considered first. 
Zo, simply explanations. Ambassador Henderwon suppevted that Musaddi fit read the 
brief summaries of the main points which Ambassador Henderson had prepered in advance. 
After reading them carefully and asking a few questions. Musaddiq said he understood them. 
‘Afier being: given the full text of the draft. he said that before discussing them, he would 
prefer to examine the Heads of Agreement. He also read this document with care and com- 
mented that it was so clear that he had no ‘concerning it at that time. He said rather 
he desired to discuss certain elements of the Compensation Agreement. 

7. Masaddiq said that be would like first to discuss what had been labelled “Alternative 
Compensation Agreement.” Ambassador Henderson had the impression that, although 
Musaddig did not specifically say so, he was not interested in the draft similar in character 
to the one presented him on 15th January. Musaddiq sad that although the draft difered 
form. samewhat from the original 15th January proposals, it seemed to him it differed little 
as far as substance was concerned, Ambassador Henderson explained the various changes 
‘and concessions which had been made along the lines suggested in the British message to 
Washington on 19th February. He also explained that the alternative draft climinated 
problems arising from a payment of interest and that without undue strain on the Iranian 
cconomy, payments could be finished within at least 20 years. No hardship would be imposed 
‘on Tran in paying 25 per cent. of the gross receipts from oil exports in eddition to such annual 
deliveries of crude oil or oil products as might be necessary. Musaddiq commented that the 
British were still demanding 25 per cent. of the gross proceeds while. in accordance with 
Tranian aw. he had proposed 25 per cent. of net proceeds. Henderson responded. that the 


2 


United States Government was in agreement with the British that.to determing exactly what 
‘et receipts were might be difficult and that to use gross proceeds es a base would be a much 
simpler method. Anyway. the amount of compensation due.would not.be. increased by 
Payment based oa gross It would simply involve compensation being. paid more 
Quickly. Musaddiq replied that he had been thinking along lines that net proceeds could be 
arbitrarily established as 80 per cent. of the gross proceeds inr order that Tran would be meking 
annual payments of 20 per cent. of the gross proceeds rather than 25 percent. None the less, 
he ‘tended to agree that this was not too important a question, although he did not 
Know what his advisers would say. 

8. Musaddiq stated that the terms of reference constituted hhis most serious objection 
to the proposals. The British had made no concessions whatsoever in them and in their 
present form he was certain they would be unacceptable. It was clear that the British intended 
that the Court should use the principles of the Coal Nationafisation Law in determining the 
amount of compensation due as they were still asking for the inclusion of the phrase “Toss of 
the Company's enterprise in Iran”. Musaddiq said he had already mentioned to Henderson 
several times that he could not agree to the terms of reference of this character and could 
‘not understand the reason for the continued British insistence that the coal law be used as 
a basis for determining the amount of compensation owed the Company. Ambassador 
Henderson pointed out to Musaddig that it wes Musaddiq himself who had first broached the 
idea that the determination of the amount of compensation due the Company should be based 
‘on some British Isw acceptable to the Company and the language used in the present draft 
hhad been selected in order that his suggestions might be mede applicable to the case at issue. 
‘Musaddiq reptied that it would be more preferable for the Court 1o be given more leeway in 
reaching a decision as to how it should determine the amount of compensation due, 
Henderson pointed out that it was Musaddig himself thet had uniformly insisted that the Court 
‘should not be given full discretion, It had been his argument that the Court should compen- 
sate only for losses incurred by the Company as a result of the confiscation of jts physical 
Property in Iran. That the formula contained in the draft was not acceptable to him. was 
Tegrettable but it did represent the best efforts of the British to meet his wishes, ‘The United 
States Government considered the formula fair and that its acceptance would not hurt Iran in 
the context of the whole draft. Musaddig stated thet he did not want to give me a definite 
reply until he had a chance fo discuss the drafts with his advisers, but he did not think that 
the proposals could be agreed to, especially in view of the wording in the terms of reference, 

9. Ambassador Henderson told the Prime Minister that elthough he had no rearon 10 
think that the Prime Minister's advisers were not patriotic Iranians concerned with the welfare 
‘of their country, none the less, he did hope that when Musaddiq talked with them he would 
remember that they were only three or four men possessing the usual human frailties and that 
in back of these advisers were 18,000,000 Iranians whose future prosperity and happiness 
‘could be seriously affected by the decisions which he would make, He hoped that Muszddiq 
would make his advisers aware of the grave responsibilities which they also had and that, 
should they begin emasculating the proposals. he would inform them that grave harm 
to Iran might result {rom their actions. Ambassador Henderson reports that Musad) 
‘accepted the above remarks with seemingly good grace and again expressed his appreciation 
of the United States Government's efforts in promoting the settlement and said that he would 
make his reply at the earliest possible moment. 
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COMPENSATION AGREEMENT: TEXT OF DRAFT AGREEME! 
GIVEN TO Dr. MUSSADIQ BY THE UNITED STATES AMBASSADOR 
ON FEBRUARY 20 , 

o 


(Confidential) March I1, 1953. 
The Government of Iran and the Government of the United Kingdom; 
__ Desiring to bring about a settlement of all claims and counterclaims which have arisen 
in the case of the Anglolranian Oil Company Lid., a United Kingdom registered company 
‘Which formerly operated in Iran, hereinafter referred to as the Compeny = 
Have agreed to refer the said claims and counter-claims to the International Court of 
Justice in accordance with the provisions of Parts T and IIT of the present agreement ; and 
Ihave agreed further that the arrangements for the payment of any balance due in consequence 
‘of the decision of the Court shall be those set out in Part II of the present agreement. 
Part 1 
1. The Court is requested 
(A) To determine the sum required to provide fait compensation in respect of the loss 
of the Company's enterprise in Iran as the result of the Iranian Oil Nationalisation 
Laws of March and May 1951; employing for that purpose the principles applied 
in determining the compensation awarded under any United Kingdom law enacied 


8033 or? 





and carried out prior to the’ adoption of the said Irenian Oil Nationalisation 
Laws, which the Government of the United Kingdom may specify. nationalising 
‘any industry in the United Kingdom. 

(B) To determine the validity of a'l counterclaims which the Iranian Government may 
thave respecting the Company and the sum required to meet them. 


2. The decision of the Court shall. in zecordance with Articles 59 and 60 of the Statute 
of the Court, be definitive and binding: and its award, which shall be expressed in terms of 
sterling, shall constitute a full and final settlement of all the claims and counter-claims of the 
parties respecting the Company. 

Part I 

3. Any balance due in consequence of the decision of the Court shell be paid as follows: 

(A) Any balance due from the Iranian Goyernment shall be discharged by payments 
‘ash in string tthe credit ofthe Company. in a tank designated by the latter 
Of 25 percent. of the grows receipt rom all aes of oll and ol products exported 
from Iran; if so egreed between the Iranian Government and the Company. by 
deliveries of oil to the Company in such quantities. and over such a period of 
years as shall be mutually determined by them. 

{B) If a balance is due to the Iranian Government. it sha'l be discharged by payments 
in cash in sterling to the credit of the Iranisn Government with a pop a lero 
by the latter of such amounts over such periods of years as shall be agreed between 
the Iranian Government and the Company. or. in default of such agreement, in 
‘such amounts over such periods of years. as shall be determined by an umpire 
“eppointed by the Vice President of the Court. 

4. Pending the decision of the Court, 25 per cent. of the gross receipts from all sales of 
oil and oil products exported from Iran shall, unless another currency is agreed between the 
Government of Iran and the Government ofthe United Kingdom, be deposited in sterling in 
trust account with a financial institution or trustee bank to between the two 
overnment or, In detaut of sich agreement to be speciSed By tke Vice Prasica of te 
‘Court, and shall await the decision of the Court. Any balance remaining in the trust account 
After the execution of the decision shall be paid to the Government of Iran. 

5, Any amount still outstanding under Article 3(A) or 3(B) above, one year after the 
«date of the decision of the Court, and thereafter from year to year. shall carry interest at a rate 
‘to be agreed between the Iranian Government and the Company, of. in default of such agree- 
ment, to be determined by an umpite appointed by the Vice President of the Court, 


Part Ut 


‘The present agreement shall be subject to ratification and. shall come into force 
fomeliney ‘upon the exchange between the Governments of Iran and the United Kingdom 
of their respective instruments of ratification, It shall thereupon be notified to the Interna- 
tional Court of Justice as provided by Article 40 ofthe Statute ofthe Court and Article 35 of 
the rules of Court: and such notification may be carried out by cither of the parties acting 
singly, unless effected jointly by them within two week of the coming into force of the 

nent. 
In faith wheroot the undersigned pleipotentiaries have signed the present agreement 
Done in duplicate at this day of 1953, in the English, Persian and 
French languages, all three texts being equally euthentic. 


20th February, 1983. 


ALTERNATE COMPENSATION AGREEMENT 


‘The Government of Iran and the Government of the United Kingdom: 
Desiring to bring about a settlement of all claims and counter-claims which have arisen 
{in the case of the Anglo-Iranian Oil Company Ltd., a United Kingdom registered company 
‘which formerly operated in ran. berioafter refered to asthe Company + 
Haye to refer the said claims and counterclaims to the International Court of 
Jostce in accordance with the provisions of Pats 1 and II] of the present agreement: and 
Wve agreed further that ats for the payment of any balance due in consequence 
‘Of the decision of the Court shall be those set out in Part Il of the present agreement” 


Part 1 

1. The Court is requested 

(A) To determine the sum required to provide fair compensation in respect of the loss 
‘of the Company's enterprise in fran as the result of the Irenian Oil Nationalisation 
Laws of March and May 1951; employing for that purpose the principles applied 


in determining the compensation awarded under any United Kingdom law enacted 
and carried out prior to the adoption of the said Iranian Oil Nationalisation laws, 
which the Government of the United Kingdom may specify. nationalising any 
industry in the United Kingdom. 

{B) To determine the validity of al counter-claims which the Iranisn Government may 
have respecting the Company and the sum required to meet them, 

(©) The Court shall, in determining the sum payable under Paragraphs (A) and (BY 
hereof, have regard to the fact that any balenc= due from or to the Iranian 
Government will, in accordance with the provisions of paragraph 4, be discharged 
‘over a period of years by payments not themselves carrying interest. 

2. The detision of the Court shall in accordance with Articles $9 and 60 of the Statute 
of the Court, be definitive and binding ; and its award. which shall be expressed in terms of 
sterling, shali constitute a Tull and final sett'ement of all the claims and counterclaims of the 
Parties respecting the Company. 


Part I 


3. Peoding the decision of the Court, 25 per cent. of the gross receipts from all sales of 
oil and oil products exported from Iran shall, unless another currency is agreed between the 
Government of Iran and the Goveroment of the United Kingdom, be deposited in sterling in 
4 trust account with a financial institution or trustee bank to be agreed upon between the 1Wo 
Governments, or, in default of such agreement, to be specified by the Vice-President of the 
Court, ad sal awalt the decision ofthe Court. Any Elance remaining ia the tt account 
after the execution of the decision shall be paid to the Government of Ir 


4, Any balance due in consequence of the decision ofthe International Court of Justice 
‘shall be paid as follows: — 

@ Ifa balance is due to the Company, the method of payment in instalments shall be 
as follows: 

(a) by payment to the Company in cash in sterling of the sum deposited pursuant to 
Paragraph 3 above, or of such part of such sum ax is wufficient to fulfil the aword 
of the Court ; 

(2 by payments in cash in sterling to the ert ofthe Company ina bank designated by 
ths latter, of 25 per cent, of the gross receipts from all sales of oil and oil products 
exported trom tran after the dee of the award of the Court for such period at 
may be necessary (taking into account the value of any deliveries made pursuant 
to (c) below) to liquidate the balance due to the Company after deducting the Day. 
tment made pursuant to (a) above (referred wo in (c) below as = the said balance 

(©) ifinany ees made pursuant to ()) above are less than S per cent. of | ta 

id bal ‘Company shall be entitled to receive, and Iran shall deliver 0 
the Company, in the same or following year free crude ol orto the extent that 
may be agreed between the parties free oll products, equal in value to the amount 
by which the payments fall'short of 5 per cent. af the said balance ; 

(@) any crude oil of oil products delivered pursuant to (c) above shall be valued on a 
Ibssis to be agreed between the Iranian Government and the Company s or, in 
default of such agreement. on such basis as shall be determined by an umpire 
Sppointed by the Vice President of the Court: 

(e) the above arrangements do not preclude, if 30 agreed between the Iranian Govern: 
ment and the Company. the discharge of balances due by deliveries of oil to the 
‘Company in such quantities and over such a period of years as shall be mutually 
determined by them. 

(i) If a balance is due to the Iranian Government, it shall be discharged by payments in 
cash in ing othe eit of the aan Goneramet with a tak dexgstd by the later 
Of such amourts over such periods of years as shal be agreed between the Trenian Govern 
‘ment and the Company : or. in default of such agreement. in such amounts over such periods 
of years, as shall be determined by an umpire appointed by the Vice President of the Court. 


Port Ut 
5. The present agreement shall be subject to ratification and shall come into force 
immediately upon the exchange between the Governments of Iran and the United Kingdom of 
tive instruments of ratification. It shall thereupon be notified to the International 
Court of Justice as provided by Article 40 of the Statute of the Court and Article 35 of the 
Tules of Court ; and such notification may be carried out by cither of the pertics acting singly, 
Unless effected jointly by them within two weeks of the coming into force of the agreement. 

In faith whereof the undersigned plenipotentiaries have signed the present agreement. 
Done in duplicate at this day of 1953, in the English, Persian and 

+h languages, all three texts being equally authentic. 


20th February, 1953. 





o 
HEADS OF GOVERNMENT AGENCY AGREEMENT 


‘After the entry into force of the Compensstion Agreement of today’s date between the 
Government of Iran and the Government of the United Kingdom, a designated agency of the 
United States Government will contract to take from the National Iranian Oil Company over 
a period of time oil products or crude oil to a value of approximately $133,000,000. 25 per 
‘cent. of the gross proceeds of oil products or crude oil delivered to the designated United 
States Government Agency under this agreement will be placed ia escrow to be disbursed in 
‘ccordance with the terms of the compensation awards ; and the United States Government 
will advance 100,000,000, to the National Iranien Oil Company against future deliveries of 
‘ofl products or crude oi upon the following basis: 

(1) Of the $100,000,000, $50,000,000, will be advanced immedistely to NLO.C.; the 
balance will be advanced in instalments of $10,000,000 a month as soon as the designated 
United States Government agency and N.L.O.C. agree on a provisional schedule of shipments 
fand the designated United States Government Agency has satisfied itself concerning the 
availability and quality of the oil products or crude oil to be shipped under this schedule and 
has assured ise of the sultablity of por. loading, and other essential facilities. 

(2) Ttié understood that following the approval of this agreemeot the N.1.O.C. will enter 
into negotiations with an organisation or company of an intemationel character (hereinafter 
called the International Company} which would include A.LO.C. Ltd., a United Kingdom 
registered company which formerly operated in Iran, and would be constituted outside the 
United Kingdom or Inn, with a view to concluding a commercial agreement under which the 
NLO.C. will sell to the International Company substantial quantities of crude oil and oil 

ucts annually over a period of years; such negotiations to be undertaken as soon as the 

international Company is formed and ready to begin them. 

G) The United States Government through its designeted agency intends to appoint the 
International Company as its agent for receiving delivery f.0.b. Iranian ports of oil and oil 
products for its account. 

(4) Until such time as a commercial agreement is made between the International Com 
pany and the N.LO.C,, the price for the quantities of refined products to be de'ivered against 
the United States Government advance shall be the low of Platts at the United States Gulf 
price (which is the present Persian Gulf going price) less a discount of 35 per cent. In the 
Event sufficlent refined products desired by the designated United States Government agency 
fare not available, it shall have the option of receiving erude oil at the same discount from the 


going Persian Gulf posted price, If N.LO.C. shall sell refined products or crude oi! to other 
tn 


Customers than the Internationel Company at price lower than the posted price for crude or 
the low of Platts for producis referred to above, the price to the designated United States 
Government Agency will be calculated on the basis of such lower price less such appropriate 
discounts as may be negotiated between N.LO.C, and the designated United States Govern- 
‘ment agency, 

(5) For each delivery made under this agreement, N.LO.C. will be credited with 75 per 
cent. ofits value as determined under paragraph (4) above and the United States Government 
will pay 25 per cent. of its value to the Federal Reserve Bank of New York to be held by it 
jn escrow until disbursed in accordance with the terms of the compensation award. 

(@ Deliveries under this agreement will continue until the advance by the United States 
Government of $100,000,000, is liquidated. 

(. Atsuch time as a commercial agreement is made between the N.LO.C. and the Inter- 
national Company. the price provisions contained in paragraph (4) shall be appropriately 
modified to conform with the price provisions of the commercial agreement. 

(8) The foregoing is an agreement binding upon the United States Government and the 
Iranian Government and the parties agree to work out detailed arrangements to implement 
this agreement. 

(9) Tis agreed that in the event that there is any ambiguity as between the Persian and 
English texts of this agreement, the English text shall be controlling. 





No, 24 
DIFFERENCES BETWEEN Dr. MUSADDIQ AND KASHANI 
Foreign Office 10 Mr. Eilen (on board RMS. Queen Elizabeth) 


(No, 23. Confides Foreign Office. 
(Telegraphic) March 3, 1953. 
Your telegram No. 17 fof Ist March; Request for assessment of recent internal develop- 
‘ments in Persial. (not to Washington). 
‘Our present view is that this is a strugete for power between Musaddiq and Keshani 
which the former seems at the moment 10 be winning. 


_ 2. Although nominally the centre of the dispute. the Shah appears in fact to be & pawn 
fn the game. Our impression is that Musaddiq regarded the Shab as a rellying point of poten- 
tial opposition to him and thought himself strong cnough to get the Shah indefinitely out of 
the country. It would seem that Kashani, seizing upon the emotions surrounding the departure 
‘of the Shah, cleverly managed to couple popular clamour for the Shab remaining with attacks 
on Musaddiq. This popular clamour itself was almost certainly organised by Kashani and 
Margot spontaneous expresion of lyahy despamte or sigan enough fst 

3. Musaddig. who appears to have lost control of events on Saturday, is now fighting 
back strongly and reestablishing his position. The Tudeh were late in entering the lists. 
They could obviously not side with the Shah but the fact that they have speared on the same 
side as Musaddiq does not necessarily mean that he and they are allied, Indeed Musaddiq’s 
supporters appear to have resented Tudeh attempts at collaboration. 

4. We shall telegraph more fully when we have had Henderson's expected assessment 
which United States Embassy have undertaken to show us. 

5. All this probably means that we shall not hear anything from Musaddiq about the 
oll negotiations at least for a few days. 
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COMMUNIQUE ON UNITED STATES-UNITED KINGDOM 
POLITICAL TALKS 


(No.131) United States Department of State, 
March 7, 1933 
In addition to the discussions on economic and financial problems, the Foreign Secretary, 


Mr. Eden, and Secretary of State Dulles discussed the international political developments thi 
have taken place since their conversations in Landon early in February. se 


1, They exchanged views regarding developments in the Soviet Union, 

With respect to Europe. particular attention was given to the subject of the proposed 
trcaty for a. European Defense Community. Both the United States and United Rigdon 
Governments are concerned that the treaty be ratified as speedily as possib'c, so as to provide 
further continental unity which is essential to the most effective operation of the North 
Atlantic Treaty Organisation 

3. They also considered the situation in the Middle East with particular reference 10 
the major problems in the area. and were in agreement on the urgency ing cor 
tive solutions in the interest of all concerned. Bir dal cr 
4. With respect to Tran, Mr. Eden said that Her Majesty's Government were decided 10 
stand on the presented to Prime Minister Musiddig on February 20, 1953, These 
ls were the result of many conversations and careful study of all the factors involved. 
In the opinion of the United States Government these proposals are reasonabte and fair, If 
agreed 
(a) Iran would retain control of its own oil industry and of its own oil policies, 
(6) The problem of compensation would be disposed of tn such a way that there would 
'be no sacrifice of the principles which form the very basis of international inter- 
course among free nations. and the payment of compensation would be fully 
compatible with the rehabilitation of Iran's economy. 
(©) Iran would have full opportunity to enter into arrangements whereby it could sell 
its oil in substantial quantities at competitive commercial prices in world markets. 
(a) There would be placed at Iran’s disposal sufficient funds, to be repaid in oil, to meet 
its immediate financial problems pending resumption of the flow of revenue from 
its oil industry. 
5. ‘The two Secretaries of State also considered the Fur Eestern situation. They re- 
firmed the importance of preventing the shipment of strategie mails tothe inland ot 
fr. Exlen stated that Her Majesty's Government in the United Kit iti 
to the sytem of controls already n force, had deeds ar ape 


(@) To introduce a new system of licensing vessels registered in the United Kingdom 
Colonies so that strategic materials from non-British sources could not be coed 
to China in British shir 

(b) To take additional steps designed to ensure that no ships of the Soviet bloc or other 
atioalty caring sralegic cargoes Yo Ching sould be bunkeed i « Brit 








es and British Goveraments will concert their efforts to secure the 

operon ot ott ane ‘and trading nations in the measures designed to exclude 
shipment of strafegic materials to the mainland of China. ; 

6. Under arrangements made for the common defense the United States has 
of certain bases in the United Kingdom. ‘The prior understanding was confirmed 
‘use of these bases in an emergency would be a matter for joint decision by Her 
Government and the United States Government in the light of the circumstances 
at the time. 





No. 26 


AMERICAN CONCERN OVER THE COMPLAINTS OF 
Dr. MUSADDIQ 


Foreign Office to Sir R. Makins (Washington 


(No, 1068, Confidential) Foreign Office, 
(Telegraphic? March 7. 1953. 
Following for Secretary of State from Minister of State 
You may care to have the following before seeing the President. ae 
‘The Americans seem. to be in one of their periodic panics. They may have 
seriualy shaken by Musaddig’s complaints agai Henderson's interference in the crisis lst 
Week which, as we now learn, were made against the background of suggestion by the Soviet 
Embassy some three weeks ago that Point IV should not operate in North Persia, At a 
recent interview with Henderson, Musiddiq spoke on these lines and also indicated that he 
‘was under criticism (not necessarily from the Russians) for not getting rid of the American 
Miltary Advisers. 
3. We have received no indication of further progress by the ude Te Amen 
Were regaling us with reports of the advance of Communism amon, 
pone sad Driesthood: have showed ts nothing of the sort recently. On the other hand the 


seonomie report from their Embasy in "Tehran for the last quarter of 1952 bears out our 
ti 


Nention thet Persia's economy though sagging is not near breaking point and can be 
fretched further, Cliflon Daniel. New York Timex correspondent here just back from 
‘Tehran, tells us thatthe Persians are getting on much as they have always done, Musaddiq’s 
‘one objective, in his view, is to beat down British and do just what he likes ‘with his oil, 

4, Finally, Musaddiq seems to have a. x ol away —Y fetermtard _ 
Henderson on March ath. "When Henderson said that public opinion at t ver 
Understand the United States buying oll from British property in Persia which bad been taken 
‘over without compensation, Musaddiq appears to have said: “ You could tell them that you 
‘vere saving Tran from Communism. samt ma Citi 

‘Would you not remind Bedell Smith and tell the President ofthe assurances 
ww os Febuary Yeth ‘See Washington telegram No. ‘345 lof February 18th}. The refuse! to 
{Sue the proposed statement on our oil proposals with the warning last sentence i disquieting, 





No. 27 


INTERVIEW BETWEEN Mr. HENDERSON AND Dr. MUSADDIQ = 
REQUEST BY Dr. MUSADDIQ FOR AMERICAN AID 


Sir R. Makins to Mr. Eden. (Received March 11) 


(No, 207 Saving. Confidentiad Washington, 
(Telegraphic) March 9, 1953 
Foreign Office telegram No. 1109 fof 9th March} to Washington: Persian Oil 
“ollowing for Secretary of State. = 
Following is account of Henderson's interview with Musaddig of th March in greater 
detail. 
‘State Department have infors 
atthe lates request The interview lasted tm 
ignare the inervigw as Musaddiq had spoken to him without consul 


wished to-do so, Henderson agreed to consider the interview as not having taken place, but 
decided to report the substance for the information of the State Department. Henderson 
noted as he was leaving that Fatemi, Minister for Foreign Affairs, wats waiting to come in 10 
see Musaddig, and he suspects that the latter urged him to consult his colleagues before taking 
any irrevocable steps. 

2. The following is a summary of Henderson's report of the interview: 

Musaddig began by saying that he had been proposing to suggest that possibly the British 
might be willing to state immediate’y the amount of compensation they intended to ask of 
the International Court of Justice so that he and the people of Iran could evaluate the risk 
they would be incurring if they should agree to submit the question of compensation to the 
Court. Persia would be willing to state simultaneously the amount she was claiming from 
the Anglo-Tranian Oil Company. Musaddiq had now seen the communiqué of 7th March on 
the Anglo-American talks however. It was clear from this that nothing could be gained by 
‘continuing the conversations. Since Persia could not accept the proposals and Britain stood 
firmly on them, the result was a deadlock and the conversations could be regarded as 
terminated. 

3. Musaddiq wished to make the proposals public but before publishing them he would 
‘ask certain questions addressed to the United States Government which he would incorporate 
ina Note, He outlined the terms of the Note as follows. 

‘After indicating that as a result of Mr. Eden’s statement it had become clear that the 
conversations had broken down, he would zsk for direct answers by the United States to these 
questions: 

In absence of an agreement regarding full compensation, would the United States 
Government be prepared: 

(a) to buy Persian oil in substantial quantities ? 

4b) to encourage private United States firms 

(0 to purchase Persian oil?” 
iil otherwise assist Persia? 
(c) extend to Persia a loan to be repaid subsequent’y in oil? 


4, The Prime Minister said that he regretted that he Was compelled to ask such ques- 
tons, but he and the Persian people must know what. if any. help could be expected from the 
United States before deciding on their course of action. 

S. Musaddiq originally suggested that the proposals and the exchenge of Notes should 
be published on 11th March simultaneously in all three capitals. Henderson said that the 
difficulty would be to obtain a reply to his enquiries sufficiently quickly to enable publication 
to take place om that dete. He suggested that the time of publication should be decided upon 
afer the receipt of the reply, 

6. Musaddiq said he intended, when making public the proposals and the Exchange of 
Notes to give his reasons for rejecting the proy He would also state that he had sug- 
fested during the coune of the negotiations that an attempt should be made to reach a 
settlement by means of an Agreement between Persia and the United Kingdom, according 
ip wiih Bea would pay compmaston by suring overt the Angora Oil Company 
25 per cent. oft the export of oil for a period of years to be agreed upon, but 
the United States and British Governments had never replied to that suggestion, Henderson 
said to Musaddiq that he should also say that Henderson was in no position to discuss any 
kind of solution to the compensation problem other than submission to the Intemational 
Court of Justice or an impartis! Arbitral Board. ‘The Prime Minister repested that the fact 
‘was that he had made the suggestion and received no reply from the British and he would 
fay 50. He said he was ill willing to seek a solotion ofthe compensation problem on this 

7.. Other points which arose during the course of the interview were these: 

‘The British and the Americans should not have issued a statement of this kind (ic. the 
communiqué of 7th March) without advance notice to him, Henderson pointed out that the 
statement was made by the Department of State and not by the British and Americans and 
that the statement only outlined Mr. Eden's position end the views of the United States 
Government. During the last two weeks, Musaddig’s oil advisers had been systematically 
‘issuing statements to the Persian press which seemed to be giving erroneous impressions of the 
substance of the proposals of 20th February. The views in the United States communiqué 
might be helpful if they assisted the Persian public in understanding the kind of proposals 
these were. Musaddiq said that the purpose of the communiqué was to put pressure on the 
Persian Government to accept the proposals. The United States Government should under- 
stand that the present Persian Government would not bow to pressure. 

8. When the Prime Minister informed Henderson that he considered the conversations 
terminated, Henderson expressed his regret. Henderson said that the United Kingdom had 
‘made important concessions. He hoped Musaddiq recognised this. Museddiq replied in 
the negative. The propossls were no more advantageous than the 1951 proposals : although 
the British were not now demanding participation in the minegement of the Persian oil 

sing and distributing Persian oil, they were insisting 





46 


Persia. id the International Court of Justice the right to put Persia under 
a Fea sl ca cl to 
they would be in no better position than if 


9, Musaddiq at one point suid that the British object was to get the Americans out of 
Persia and the whole Middle East, and that the British were hoping to come to an agreement 
with the Soviet Union to divide the Middle East into spheres ‘of inflvence. Henderson again 
{ried unsuccessfully to convince Musaddig that his views on United States and British policies 
rice Tnistaken nd that the British were not so stupid as to imagine that the Soviet Union's 
Imbitions in the Middle East and Persia could be curbed by policies of appeasement providing 
for spheres of influence. mace lagi allt ees 

10. The interview began somewhat stickily but towat lusaddiq assumed a 
more friendly attitude and spent a considerable ‘ume pointing out why the United States could 
ot afford not to help Persia in her present critical internal situation Pat 

‘concludes his telegram by saying that whatever is decided in the Cabinet 
this aiernoos te Pre Winer may dese {o put to the United States the questions 
Sutlined in paragraph 3 above. These questions are likely to be raised in some form in the 
quar future. and. Henderson accordingly suggests that the United States Government should 
prepare these answers in edvance. 

12. Please see my telegram No. $35 to Foreign Office. 





No, 28 


DESIRE BY ITALIAN BUSINESS MEN FOR THE RESUMPTION OF 
PERSIAN OIL PURCHASES: 


Sir V. Mallet to Mr, Eden. (Received March 10) 


(No, 146, Confidential Rome, 


(Telegraphic March 10, 1953 


My telegram No, 145: Persian Oil 

Minister Commercial saw Corrias on latter's return from Luxembourg last night but 
after long conversation was unable to obtain any assurance that Italian Government will issue 
Gatement either immediately or in the future. Corrias said that Malian Government were 
Under increasing pressure to relax their opposition to deals in Persian oil. Industrialists who 
Were anxious to Open up, trade wih Persia complained at the continued uncertainty exused 

the protracted Anglo-Petsian negotiations could only pay for her imports with 
oll. Further, Italian Government were now on the point of signing a treaty of commerce 
and navigation sid thi would encourage Italian exporters to inecase thet pressure: | 
‘orrias added that he had heard that the latest Anglo-American proposals inc 

ota up ar anglovAmerican company to market Persin oll. He thought it would help the 
Teallan Government to check the pressure upon them if they could see some pr of 
‘blaining an interest in this company. The Beitish, American, Dutch and French had oi! 
Interests in the Middle East but Italy was excluded. Could something be done about this 

3._ Minster Commercial reminded Cori thie “Perian oil was the, property of 

OC. untit compensation had been sett je did not know what marketing arrange 
pose ould be agreed and in sy ease the Persians m'ght have some oil to sel independently 
But he promised to report the views expressed by Corrias : 

‘4. Seen against the general beckground of Italian interest in the Middle East. this 
devetopment ix not surprising. It appears that the Ttalian Government might be working 
towards a position when they will claim to be able to restrain their industrialists from nego- 
tinting with the Persians now only by holding out prospect of profitable barter deals egainst 
Persian oil in the future. It is clear that the longer our agreement with the Persians is delayed 
the more difficult the Italians will find it to impede the octivities of their nationals. 

$. Meanwhile Venice decision is due to be given tomorrow (Wednesday) 


EP 1533/90 No. 29 
THE VENICE DECISION ON THE “MIRIELLA” 
Parliamentary Question” 


Mr. Mott-RadetyjJe: To ask the Secretary of State for Foreign Afgirs, whether he will 
make a statement on the decision of the Venice Tribunal regarding the action brought by the 
Anglo-Iranian Oil Company in respect of the Persian oil carried by the tanker Miriella. 


March 18, 1953. 

In the Venice Court the Anglo-Lranian’ Oil Company applied for judicial sequestration 
‘of the Miriella’s cargo, In this action they were not proceeding against any named person, 
for example Supor, the Italian firm involved in the deal, but were trying to get the Judge to 
say that they hed produced sulicient of a prima facie case to show that there was sufficient 
of a dispute at law for hii to issue an interim injunction to Impound the oil. pending the 
‘outcome of a main action in Rome to determine its ownership. The A.LO.C’s chief argument 
‘was that without proper compensation the Persian Oil Nationalisation Law of the Ist May, 
1951, being contrary to Italian public order. violated Tatian Taw. 

2. In the event that the judge chose to find that the effect of the Persian nationalisation 
laws took place in Persia, where the contract between the N.1O.C- and Supor was made, and 
that the recognition in Italy of the effect in Persia of this contract was not contrary to public 
order. He also expressed the view that the (s0-<alled) provision for compensation contained 
in the law of the Ist May was adequate and thot there was, therefore, no sufficient prima facie 
‘case for impounding the oil. The A.LOLC. at once started an action in the Rome Court by 
cans of an "act of citation ” (or writ) against Supor, claiming, 

(a) Supor’s wrongful possession of the oil, 

and 

(by ALO. rightful ownership. 

3, Mr, MottRadclyife's question gives us a chance to make it clear 
decision does nat involve the merits of the question of the ownership of the oil, and that the 
ALO. will continue in all countries to take such action as it thinks fit for the protection of its 
interests 

4. A reply on these lines which has been cleared with the Ministry of Fuel and Power, 
the Treasury and the A.LO.C. is attached.(') 

3. This question may well lead to a supplementary about the attitude of the Malian 
Government to sales of oil from Persia and our representations on that score. This question 
has come up before: see Mr. Nutting’s reply to Mr. Nabarro on the 17th December, 1952, 
Lord Reading’s to Lord Vansittart on the 28th January, and the Secretary of State's reply to 
Mr. Arthur Henderson on the 16th February. 

. ‘The present postion of the Italian Government i very clearly given io Rome 
telegram No, 162 of the 14th March. In a word, the Italians, in spite of eleven. essurances 
jn the last fifteen months that they would not permit the import into Italy (ie. the import 
into Italy proper for use there) of oil from Persia. are, at the moment, under pressure from their 
‘own industrialists and business men, beginning to waver, Hitherto we have said in the 
House (Flags A and CX’) that the Htalian Government, among others, have been informed of 
the attitude of Her Majesty's Government to transactions in oil {rom Persia, In the House 
of Lords we went a bit further perhaps and added that the Italian Government * fully 
appreciated the position”. Even if we succeed in holding the Italian Government to their 
Promises for the present, we cannot ignore the fact thst, under increasing pressure from theit 
‘own business interests, they may at some time in the future, issue import licences. We must, 
therefore, be careful in the House not to give the impression of relying too strongly. on 
Natian assurances. 

7. Lattach notes(’) for supplementaries on this and related aspects which have also 
been cleared with the Ministry of Fel and Power, the Treasury and the AOC 


A.D. M. ROss, 
March 17, 1953, 
() Not peinted, 
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EP 1531/230 No. 30 


NOTES OF A TELEGRAM FROM THE UNITED STATES AMBASSADOR 
AT TEHRAN REPORTING A CONVERSATION — WITH 
Dr. MUSADDIQ ON MARCH 18 ABOUT UNITED STATES AID 
TO PERSIA 


(Communicated by United States Embassy on March 19) 


(Confidential) 


“Masadldiq, at the end of his talk with Mr. Henderson on the 18th March about his speech 
to be delivered on the 20th, said he wanted 10 get the latter’s reactions to an idea he was 
turning over in his mind. This idea was that he should ask the United States Government 
for a loan to be repaid either in oil or in the proceeds from oil sales. Alternatively, the 
United States Government could give him 100,000 tons of sugar on credit, A third possibility 
‘was that this sugar should be made available through Point 1V. 

2. Mr. Henderson gave it as bis opinion that the United States Government would not 
react favourably to any of these suggestions at a time when Persia was refusing a reasonable 
land fair oll settlement which would solve the economic ills from which Musaddiq claimed to 
be suillerit 

3. Musaddiq, however, reverted to his three ideas and elaborated on them as follows: 

( He would purchase 100,000 tons of sugar on credit from United States companies 
‘on condition that if in six months countries outside the Iron Curtain should offer 
to oy ol the Persian Government woalt pay forthe saga rom the proceed of 
such sales, 

Gi) He might issue notice that Persia would sell 3,000,000 tons of oil to first comers 
within three months and with a 40 per cent. discount. If United States companik 
frre fst in the Sed wid oes tere. won bene contrac with Loa Corin 
‘countries. 

(iti) He might announce that any purchaser could buy oil at any price acceptable to the 
Persians on a cash-and-carry basis for a ebiaie period ot tme, bot there would 
bbe no credit, Musaddiq then added that only countries of the Wester bloc 
could be given credit. 

4, Mr. Henderson said that no big United States oil company was likely to be interested 
in such propositions. Nor would such small sales as might take place really extricate Persia 
from her economic difficulties. Furthermore. deals with Iron Curtain countries would, as well 
a failing to solve Persia's economic problems, involve the Battle Act. and do the’ gravest 
damage to Persia’ infernational reputation. 


5, Musaddig, however. persisted in his kdeas and said he wished Mr, Henderson 10 
put them to his Government and seek their reactions, He stressed that aid was a matter of 
Lurgency and that it, would create an unfortunate impression if the United States were seen 
to be * ganging up” with the United Kingdom and forcing Persia, by economic pressure, to 
accept an oil settlement 





No. 31 


REJECTION BY THE UNITED KINGDOM OF A LUMP SUM 
SETTLEMENT 


Sir R. Makins to Mr. Eden. (Received April 3) 


(No. 708. Confidential) Washington, 
(Telegraphic) ‘April 2. 1953. 
My telegram No, 526 paragraph $. Persian Oil. 
‘After a talk on another subject Linder reverted to this question yesterday. He harked 
back to the talk which the Secretary of State had had with Bedell Smith, recorded in my 
telegram under reference. and asked whether we had given any further thought to the pos 


bility of a new approach on the Persian oil question, perhaps after a change in Persian Ieader- 
ship. He was at pains to stress that he was not suggesting any further approach to Musaddiq 
at the moment. ‘The apprehensions which he had previously voiced about the casing of the 
tanker and freight situation were by no means allayed and the State Department were quite 
alarmed at the prospect of Persian oil coming on to the market. He hesitated to mention the 
words “lump sum” but he wondered whether we had given any consideration to the 
possibility of expressing a lump sum settlement in terms of a percentage of the annual 
proceeds from the sale of Persian oil spread over a period of 20 years on the lines of the las 
Proposal to Musaddiq for arbitration. 


2 


this question again at the moment, 
i ‘and, according 10 Musaddiq, their economic position 
‘were not as alarmed as the State Departinent over the world oil position. My personal view 
‘Was that it would be fatal to open up a discussion on the basis of a lump sum settlement and 
get away from the principle of arbitration. However. I would find out whether you had any 
further reflections on the conversation between Bedell Smith and yourself. 

3. 1/do not regard this conversation as more than a normal attack of the fidgets on the 
part of the State Department after leaving the Persian question alone for 10 days or so. 

4. In might help to quiet further restlessness on the part of the State Department if you 
‘were to offer to send out in the fairly near future someone to discuss the oil problems of the 
Middle East (sce Becley's letter of the Ist April to Ross) 





EP 1531/240 No. 32 


NOTES OF A TELEGRAM FROM THE UNITED STATES AMBASSADOR 
AT TEHRAN DATED APRIL 4, REPORTING A CONVERSATION 
WITH Dr. MUSADDIQ ON APRIL 4 


(Communicated by United Staies Embassy on April 7) 
(Confidential) 

‘Henderson saw Musaddiq on 4th April and gave him the reply to the question which the 
fatter had insisted on Henderson's transmitting to the State Department on 18th March 
Henderson opened the conversation by telling Musaddiq that, as he had foreseen, the answers 
were in the negative. When Henderson began to transmit them, Musaddiq said that was 
Unnecessary. It was enough for him that they were in the negative. Henderson insisted, 
however, on transmitting the answers in accordance with his instructions, sinoe he was parti- 
ularly anxious to impress on Musaddiq the rastness of selling oil to the Soviet bloc. 

2. Musaddig then asked what, in Henderson's view, he should do. Henderson replicd 
that in his opinion the oaly course would be for Persia to come in to an agreement with the 
United Kingdom on oil. Musaddiq said he had been thinking of writing to President 
Enenhower. setting forih Persia's situation, It was difficult for him to believe that if the 
President had a full understanding of Persia's position he would not see that it was necessary 
for the United States Government {0 come to Persia's assistance, Henderson said that in his 
‘opinion this would serve no useful purpose. The United States Government with the best 
Sti in the world could not flout United States public opinion by buying oil in the absence of 
{ome kind of compensation agreement. Musaddiq said that Persia. was prepared to pay 
Compensation bat no bill had so far been presented, Persia was willing to submit the question 
Sf compensation {9 the International Court provided the United Kingdom would indicate the 
Maximum amount claimed and provided that the amount would not be out of reason. 
Henderson said he thought it would serve no useful purpose to start discussing the oil dispute 
agtin. His terms of reference during the last three months had boen limited to trying to 
teach agreement based on international arbitration. Qa the instructions of the United 
States Government he had put forward proposals from the United Kingdom which the United 
States Government had considered as reasonable and fair. Musaddiq had not accepted these 

{sand had made no concrete counter-proposals. The United Kingdom Government 
for their part also showed no disposition to make fresh proposals. In such circumstances 
there was nothing to be gained by trying to assess the blame for the failure of the recent 
‘conversations. 

3, At this point Musaddiq raised another matter and did mot revert to the subject of 
oil. Nor did he indicate the course of action he might follow, 





No. 33 
REPORTED JAPANESE BARTER DEAL WITH THE PERSIANS 
Foreign Olfice to Sir E. Dening (Tokyo) 
(No. 451. Confidential) Foreign Office, 
Telegraphic) Aprit 11, 1953. 

"According to Press reports the Tokyo firm of Idemitzu Kozan has concluded a barter 
deal ‘with the Persians and now has an 18,000 ton tanker the Nissho Maru loading at 
Abadan. 

2 You should enquire urgently of the Japanese authorities whether this report is true. 
and if so you should remind them of their past assurances not to permit purchases of oil from 
Persia, You should also remind them of the attitude of Her Majesty's Government to such 
‘ranssctions (my telegram No. 1246 of 14th August, 1952, and emphasise that this attitude 
remains unchanged. If the Japanese r2ise the point, you should make it clear to them that 


49083 v 








0 
the refusal of the Venice Court to sequestrate the’ Miriella cargo did not involve any 
decision on the merits of the A.1.O.C:'s claim to ownership of the oil in question which still 
remains to be decided by the Rome Tribunal, You should urge the Japanese strongly to do 
ail hay canto dicourage this venture and to make clear that they will not pert Sport of 
the oil. 

3. Depending upon their reaction, you should, if you think fit remind the Japanese of 
their dependence on crude supplies from the big oil companies and slso stress that their 
approval of, of connivance in, deals in Persian oil would have a serious effect on Anglo- 
Japanese relations. 

sd tel seat ALLOLC's mame. ashing tek local eprsetaive fora fill pet on 
the firm, 





No. 34 
ITALIAN POLICY TOWARDS THE OIL DISPUTE 
Sir V. Mallet 10 Mr. Eden. (Received Aprit 12) 


«No, 224. Confidemtialy Rome. 
(Telegraphic) April 12, 1953. 

Your telegram No. 305; Persian Oil. 

In our view the Ttalian Government will endeavour to steer a course to avoid either 
international or internal difficulties before the elections. The chances are slightly in favour 
of their holding their present position until then. But the legal, political and commercial 
considerations outlined in the following paragraphs are not on our side. 

2. As regands the legal position, the Venice decision has strengthened the pressure on 
the Italian Government to permit deals which now can claim some legal justification. On the 
other hand, the fact that the main ise is still sub Judice provides the authorities with an 
argument for withholding official support to either side. An adverse decision on the main 
issue would make it impossible for this argument to be maintained. 

3. The prime objective of the Ministry of Foreign Affairs is to avoid any overt action 
which might affect their relations with us, with the Americans, or indeed, with the Persians. 
In following this policy they bave up to now given us unequivocal even at the cost 
‘of serious t with their colleagues in other departments of the Government. We 


feel that they will desire to maintain this attitude at least until after the elections. But 


success in the elections might give the new Government a feeling of freedom of action which 
they at present lack, 

4. There is constant pressure upon the Government for political and commercial 
reasons, to change their present policy, Apart from the immediate necessity of maintaining 
political support from the electoral point of view. the Italian Government are anxious to 
extend their influence in the Middle East ; commercially. they are in ungent need of expanding 
their exports. But more particularly, they fear that our policy may cause them 10 lose the 
opporurity of exploting tbe Pesan marke, both as supplies and ss potential purchases 
of Persian oil 

5. Should the Persians find some outlet for their oil (e.g.. Japan and Argentina), it is 
‘most unlikely that the Tlalians would be willing oF able to continue their present co-operation 
‘with us. Thai present fear that others may gain from breaking the common front might well 
tuen to resentment, if, under our pressure, they should miss what appears to be 2n opportunity 
for n profitable deal. 





No. 35 
JAPANESE PURCHASE OF PERSIAN OIL 
Sir E, Dening to Mr. Eden. (Received April 13) 


«No. 408. Confidential) Tokyo. 
(Telegraphic) Aprit 13, 1953. 

Your telegram No, 451, 

‘The Japanese Ministry of Forcign Affairs confirm that the Nissho Maru is now in 
Abadan and is loading 23,000 kitolitres of kerosene. Both the Ministry of Foreign Affairs 
and the Ministry of International Trade and Industry state that the Nissho Maru’ trip to 
‘Abadan was a complete surprise to them and that they were notified of it by the Idemitsu 
Kozan only today. According to the Ministry of Foreign Affairs the transaction is not on 
a barter basis but will be paid for in dollars. Idemitsu, the managing director of Idemitsu 
Kozan, is an independent importer of oil products and, as such, receives a dollar allocation 
from Miti which enables him to import within the limits of that allocation. For the present 
transaction he is utilising dollars allocated to him under the October, 1952, to March, 1953, 
Import Budget bet be can make wie of them during the current six monthly period begioning 
Ist Apr 


2. The Minister called on the ViceMinister for Foreign Affairs this afternoon and 
spoke in the sense of paragraph 2 of your telegram under reference. Mr. Okumura said that 
the action of Mr. Idemitsu was not approved by the Japanese Government, but he did not at 
this stage know whether the Japanese Government had the legal right to stop the transaction. 
‘Mr. Idemitsu had received a dollar allocation to purchase oil products and was entitled 10 
Utilise it. The Minister replied that the Japanese Government could surely kill this transaction 
stone dead by refusing an import licence, or the validation of the dollar credit. Roberts went 
‘on to say that it was essential to act quickly. If one transaction were permitted a precedent 
‘would be created and it would be extremely difficult for the Japanese Government to refuse 
further shipments of the same kind. Idemitsu had received a new dollar allocation for the 
April September Import Budget which he could use at any time within the next twelve 
‘months. 

3. Roberts asked the Vice-Minister whether it was really worth, while to countenance 
transactions of this kind for the sake of getting a little cheap oil. Obviously the oil would be 
cheaper, for people who dealt in stolen property had to sell cheap. He went on to say that 
‘both Governments were endeavouring 10 put their relations on a more friendly and stable 
basis, but these endeavours would be largely undone if transactions in Persian oil. were 
countenanced by the Japanese Government. Moreover, Japan's other suppliers of mineral 
oils, whether American or British, were not likely to look kindly upon deals in oil. Roberts 
accordingly asked the Vice-Minister for an assurance that neither this, nor any future shipment 
of Persian oil, would be allowed into Jepan. The Vice-Minister, who was clearly perturbed, 
said that be would Jet us have an answer as soon as posible. His diiclty was that all 
Cabinet Ministers, including the Prime Minister and the Minister for Foreign AMfairs, are 
away from Tokyo on their election campaign. Before he left. Roberts handed an aide: 
mémoire to the Vice-Minister which summarised his remarks. 

See my immediately following telegram. 





No, 36 
COMPENSATION TO ANGLO-IRANIAN OIL, COMPANY 
Foreign Office 10 Sir V. Mallet (Romes 


(No. 150, Saving. Confidential) Foreign Office, 
(Telegraphic) 

Persian Oil. 

‘The Ktalian Ambass=dor called on Sir P. Dixon on 2st April. He wished to inform us, 
‘on instructions from Rome, that the Persian Pritne Minister had recently asked the Italian 
‘Ambassador in Tehran whether the Italian Government would have any objection to commu 
nicating the following points to Her Majesty's Government: 

(1) The Persian Government had already notified Her Majesty's Government, through 
Mr. Henderson, of their willingness to ear-mark for the A.L.O.C. 25 per cent. of the receipts 
(on the sale of oil and wished to know from the British Government how long these payments 
should be continued in order to make up the compensation required by the Company. Having 
had no reply 0 far from London on this point, Dr. Musaddiq now asked the Italian Govern: 
‘ment to inform Her Majesty's Government that he would suggest negotiating on the basis of 
4 de facto compromise. leaving aside the issve of the principle of compensation covering all 
lost profits. The British Government should then let him know the global amount of the 
sum requested by the A.LOLC. as afar compensation, and 4 compromis might be diel 
reached on this global sum. It should also be understood that, should they fail to reach 
such a compromise, the two parties would leave it to The Hague Court to fix the global 
amount to be paid by the Persian Government to the A.L.O.C. the Court would consider this 
eRe ‘basis not including formulae implying the above-mentioned point of 
Pri 

(2) In view of possible internal repercussions following an agreement reached on the 
above lines, Dr. Musiddig wished to know whether he could count on a confidential assurance 
that the British Government would at least take a non-hostile attitude towards him and his 
‘Cabinet, should such difficulties arise. 

2. Dixon enquired whether it could be assumed that Dr. Musaddiq had been informed 
that his communication was being passed on to Her Majesty's Government. The Ambassador 
thought that this could naturally be assumed. He added that the Italian Government were 
‘ot in any way acting ina mediatory role: they were merely passing on the communication, 

3. Dixon said that at first sight it looked like a variant of earlier proposals for a lump 
‘sum settlement. which was quite unacceptable to us. 

4. The Ambassador was then asked for elucidation of the obscure passage at the end 
of Dr. Musaddiq’s first point, Signor Brosio was unable to do more than surmise that the 
intention was to leave the Court unfettered by any particular basis in considering what would 
constitute a sum for a settlement. 
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No. 37 


PERSIAN OIL AND THE WORLD OIL SITUATION 


‘Mr. Churchill to Sir R. Makins (Washington) 


(No. 482. Secret) Foreign Office, 
Sir, April 22, 1953. 

Thave to refer to Sir Pierson Dixon's letter 
to your Excellency of the 2nd April, enclo- 
sing a draft of a memorandum on the 
possible scope for sale of Persian oil and 
the consequent effects of such sales. 

2, now enclose three copies of a revised 
version of this memorandum which takes 
account of the recent threat of Japanese 
purchases of Persian oil and avoids a certain 
complacency which ran through the earlier 
draft. It also refrains from speculating on 
the possibility and effects of cheap Persian 
il entering the United States market, but 
invites the comments of the United States 
authorities on this point. 

3, The memorandum has been drafted in 
4 form suitable for transmission to the State 
Department, but your Excellency may 
prefer to use it as the basis for an exchange 
of views with the State Department arising 
‘out of the anxieties they have repeatedly 
expressed about the impact of cheap Persian 
oil on world markets. The object of such 
discussions would be two-fold: to demon- 
strate that we have not forgotten the sug- 
gestion which the State Department made to 
Mr. Eden in March that our two. Govern- 
ments should review the long-term oil situa 
tion (your telegram No. $26); and to fore- 
stall further restless suggestions by the State 
Department that we should now consider 
alternative solutions for a settlement of the 
Persian oil problem, such as the tentative 
proposals for a “lump sum settlement 
which Mr. Linder put to your Excellency 
on the Ist April (your telegram No. 708). 

4. As regards the former objective, we 
had hoped to use this exchange of views 
about the possible dangers of sales of cheap 
Persian. oil as a means to convince the 
Americans that the Persian problem cannot 
be dealt with in isolation, but must be 
looked at in the wider perspective of our 
more important oil interests in the Middle 
East and elsewhere. As Sir Pierson Dixon 
suggested in his letter, this might profitably 
be used as the occasion for bringing the 
Americans to agree on a joint policy for 
dealing with Middle East oil problems, and, 
indeed, with oil problems throughout the 
world,” In view, however, of the recent 


decision of the United States Government to] 


continue the anti-trust proceedings against 
the oil companies, albeit as a civil suit, your 
Excellency may consider that it would be 
wiser at this stage not to press the Americans 
to embark on discussions of a common oil 
policy, since such a policy can only be really 
effective if itis translated into the adoption 
of co-operative and common policies by the 
major British and American oil companies 
with overseas interests. I should welcome 
your advice on this point. Meanwhile, we 
Shall be studying the problem and preparing 
proposals for a joint oil policy which can 
be put to the United States Government at 
the most propitious moment. 

3. As regards the suggestion in your 
telegram No. 708 that, to quieten further 
restlessness on the part of the State Depart 
ment regarding Persia, we might offer to 
send an official to Washington to discuss oil 
problems of the Middle East, 1 fear that 
such a visit would be certain to reach the 
ears of Dr. Musaddig, who would no doubt 
‘once again be persuaded that Her Majesty's 
Government and the United States Govern- 


‘ment were weakening and would harden his | 


attitude accordingly, 

6, L think, therefore, that it might be wiser 
to concentrate for the present on the 
second objective referred to above, though 
it would be desirable at the same time, in 
the exchange of views, to ensure that the 
Americans take the point that the Persian 


problem cannot be handled without regard | 


to the world-wide oil situation, with particu 
lar reference to the Middle East. In any 
event, the State Department is unlikely to 
venture very far into wider discussions of 
long-term policy until Mr. Dulles returns 
from his tour of the Middle East in May. 
But this makes it all the more important that 
the Americans should be committed, as far as 
possible, to a firm policy on Persia before 
Mr. Dulles embarks on his tour. 

7. Your Excellency should, therefore, 
whenever the occasion offers, impress on the 
State Department my conviction that Het 
Majesty's Government and the United 
States Government must resolutely adhere 
to the proposals made to Dr. Musaddiq of 
20th February and not consider any alteraa- 
tive solution. You should leave the State 


Department in no doubt that this is the 
attitude of Her Majesty's Government and 
that, in particular, a solution based on a 
“lump sum” settlement would be quite 
indefensible. It is my firm opinion that, so 
Jong as Dr. Musaddiq is in power, there are 
Ro alternative solutions which could be 
defended publicly and which would not have 
dangerous effects on our other, and now 
More important, oil interests. We have in 
fact reached the limit of our concessions 
and are now down to our last principle: 
hamely, impartial arbitration on the amount 
‘of compensation due for the loss of the con- 
cession. Our evidence is that Persia's 
economy, though sagging, is not near 
breaking point, and can be further stretched 
for many months yet. Nor is there evidence 
of any significant advance by the Tudeh 
Party. There is no doubt, therefore, that 
our best policy is to leave the proposals of 
the 20th February on the table for the 
Persians to pick up at any time, but other- 
Wise not to appear eager to negotiate a 
Settlement. Such tactics already appear to 
be paying dividends, for example, Dr. 
Musaddiq's failure to secure the support of 
the Majlis in his struggle with the Shah. Tt 
is not impossible that, if left alone for a 
Sufficient time, internal pressures may in due 
Course compel the Persians to seck a com- 
Promise; we already haye reports from the 
United States Ambassador in Tehran of the 
Possibility of a change of régime (your 
telegram No. 781). 


8. In giving the State Department my 
Views on the risks of sales of cheap Persian 
oil, your Excellency should explain that we 
have endeavoured to make an honest assess 
Ment of the problem and that both Shell and 
the Anglo-Iranian Oil Company have been 
onsuilted and fully support our conclusions. 
We do not pretend that there is no cause for 
disquiet, but are, nevertheless, satisfied that 

re is no justification here for concluding 
4 bad agreement with Persia which would 
Sertainly upset our other, more important, 
Soncessionary interests. It would be in- 
teresting to learn on what the State Depart- 
‘Ment hase their fears and whether these are 
Confirmed by the major United States oil 
‘Sompanies. 

9. Your Excellency should stress the need 
for caution on the part of the United States 
Government lest, by openly expressing their 
‘anxieties in this matter, they cause some of 
the major United States companies to panic, 
ither by handling Persian oil themselves to 

out the speculators or by making ill- 
Sonsidered price changes to compete with 
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odd ‘cargoes of Persian oil, purchased at 
heavy discounts. 

10, Section V of the memorandum draws 
attention £o the dangers of possible pressure 
by foreign Governments on the major oil 
‘companies to import cheap Persian oil or to 
supply their own oil at reduced prices or 
even at prices comparable with those offered 
by the Persians. If such pressure were to 
be exerted, the companies would no doubt 
refuse to comply on the grounds that they 
should not be asked to compets with oil 
expropriated without compensation, But 
if, nevertheless, their refusal was followed 
by threats of direction from foreign Govern- 
ments, I trust that the United States Gov- 
ernment would agree with Her Majesty's 
Government on the necessity to intervene to 
protect the interests of their nationals. 1 
should be grateful if your Excellency would 
seck the views of the State Department on 
this point. 

11. Copies of this despatch are being sent 
to Her Majesty's Ambassadors at Paris, The 
Hague, Tokyo, Rome and Buenos Aires. 

Tam, &, 
(For Mr, Churchill. 


Memorandum on Possible Scope for Sale of 
Persian Oil and Consequent Effects of 
Such Sales 


1. “Antroduetion 

In view of the interest shown by the 
United States Administration, during the 
course of Ministers’ recent visit to Washing 
ton, in the prospects of Persian oil finding its 
way into world markets, particularly at 
time when tankers are in easy supply and 
freight levels have declined sharply, a fresh 
analysis has been made of the scope for sales 
of Persian oil in present circumstances and 
the potential effects of such sales. 


T—Assumptions 

Tt has been assumed : 

i) That the present relatively easy supply 
situation will continue for some time, 
Supplies of crude are ample; pro- 
ducts are also in easy supply, with the 
exception of aviation spirit which, 
however, it is thought that Persia is in 
no position to produce in significant 
quantity at short notice, 

That, in the absence of interference 

by foreign Governments (sce also 

Section V. below), none of the major 
A 





oil companies, whether British or 
American, will be interested in buy- 
ing Persian oil. 

(iii) That the Persians are prepared to 
continue offering their oil at prices 
well below present world prices. 


HL—Factors Influencing the Situation 
(a) Tankers and Freights 

During the past year, substantial addi- 
tional tanker tonnage has been brought into 
‘commission and the tanker market has pro- 
gressively weakened, so that full tanker 

mployment on other, e., non-Persian, 
business is no longer a barrier to the lifting 
of Persian oil. It seems reasonable to expect 
that, barring any deceleration in the expan- 
sion of world demand for oil, this situation 
will continue for at least the mext twelve 
months, 

While itis reasonable to assume that well- 
established operators will remain reluctant 
to do business with Persia, further and per- 
sistent depression of the tanker market will 
make it difficult for owners to refuse such 
employment as may be offered. Certainly, 
if present. market trends continue, there 
should be no great difficulty in securing, for 
reasonable cost, whether by purchase or by 
charter, the number of tankers—relatively 
few in relation to the world tanker fleet- 
necessary to lift a small Persian output (see 
also Section 1V (v) below). 

Low single voyage rates offer—particu- 
larly as regards Eastern Hemisphere trade 
a minor inducement to the small speculative 
importer to buy parcels of Persian oil on 
short-term contracts. Since he is worki 
‘on a small scale and is only temporarily in 
the market at all, he needs but few ships and 
un in present circumstances obtain them 
below the average rates available to large- 
scale suppliers who must cover much of 
their requirements by long-term charters. 

Low freight rates constitute an important 
inducement to anyone interested in the 
import of Middle East oil into the United 
States. Compared with United States or 
Caribbean oil, Middle East oil has to carry 
the cost of a very long haul. ‘Thus, reduc- 
tions in tanker freights tend to enhance the 
competitive prospects for Middle East 
(aclading Persian) oil in the United States 
market proportionately more than in areas 
remote from United States or Caribbean oil 
sources. 

(0) The Current United States Situation 

Even before the latest decline in tanker 
rates, Middle East crude oi! was being im- 
ported into the United States at a rate of 


some 10 million tonsa year. (This com- 
pares with a total United States domestic 
consumption of some 365 million tons a 
year.) Persian oil at cut prices might attract 
some buyers, but is unlikely to prove more 
than a local and temporary phenomenon. 
What prospects there are can best. be 
assessed on the United States side. 
(©) The Miriella Judgment 
‘The findings of the Venice court in the 

Miriella case, as a result of which the Italian 
purchasers (S.U.P.O.R) are in possession of 
the oil, will be an encouragement to specu- 
lators, even though A.1.O.C’s main action on 
‘ownership will shortly come before the 
Rome court. 
(d) Price Discount 

Tthas been assumed (Section 1 (ii) above) 
that the Persians will continue to offer 
their oil at prices well below world 
prices. Dr. Musaddiq has announced 
1a special temporary discount in S.U-P.O.R's 
favour of $0 per cent., and there have been 
persistent reports of heavy discounts being 
offered. If this remains Persian policy, the 
attraction of their oil to speculators would 
be correspondingly increased. 


IV.-Possible Demand for Persian Oi 

The following are thought to be reason- 
ably reliable estimates of the possible 
demand for Persian oil by interested 
countries : — 


Argentine 
(@ There are rumours of a large-scale 
deal in Persian oil sponsored by the 
Argentine Government. Although 
contracts have been placed with the 
traditional suppliers for this year’s 
full requirements, it is possible that 
some Persian erude may be bought 
this year, and more in subsequent 
years—possibly as much as 1 million 
tons a year. 
There are some 38 Italian refineries, 
with a reported total capacity of 
13-14 million tons a year. Of this 
total, about 8 million tons is con- 
trolled by major oil companies; about 
4-5 million tons is held by * indepen- 
dent ” refineries having arrangements 
with major companies; and about 
0°75 million tons is in the hands of 
small independents, with no knows 
connexions. (Some of these are of 
negligible size,) Taking account of 
existing “ties” and contracts, it iS 
doubtful if more than a small propor- 
tion of the “ independent ™ total of 


Sk million tons is free, or could be 
freed in the short-term, to. take 
Persian crude, even if the owners 
were interested 

On the other hand, according to various 
reports, the Itafian firms who have 
made contracts for Persian oil have 
contracted for about 7 million tons 
(of which six are thought to be crude) 
‘over the next three years. 

It is, however, unlikely that all this oil 
will be lifted (save under direction, 
see Section V below), and a reason- 
able estimate for the amount of crude 
which could find its way into Italian 
refineries is unlikely to exceed 1 mil- 
lion tons a year. 

As stated above (Section IIL (6)), 
some Middle East crude is already 
being brought into the United States 
market by major oil companies who 
are themselves producers of oil. It is 
considered improbable that) Persian 
fuel oil will prove an attractive im- 

in view of local, ie. 


equally, there never has been a 
market for imported white products 
in the United States. The problem 
therefore resolves itself into terms of 
possible crude imports, and in the 
light: of what has been said above 
about freight rates (Section III (h)) 
and heavy discounts (Section 111 (d) ), 
the possibility of some imports of 
Persian crude into California, the 
eastern seaboard or even the Gulf, 
cannot be ruled out. It is difficult 
to make any tonnage estimate on this, 
side, and we would welcome 
comment from the United States side. 


The loading of the Japanese tanker 
Nissyo Maru with Persian oil, prob- 
ably for Kobe, suggests that there is 
now a danger that Japan may become 
a market for Persian oil. An analysis 
‘of Japanese refinery capacity, how- 
ever, shows that, of a total of some 
75,000 b/d, the major oil companies, 
own or control about two-thirds, 
Jeaving (at most) about 1 million tons 
1 year of “ independent ™ capacity. 
It is most unlikely that all of this 
would handle Persian crude. Vigor- 
‘ous representations are being made 
to the Japanese Government, who are 
being asked what steps they can take 
to prevent traffic in Persian oil. 
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Rest of World 
(¥) The prospects of significant sales east 
of Suez are thought to be inconsider- 
able. Small amounts of Persian oil 
might also be absorbed in. other 
directions, eg. Germany, India, 
Pakistan, where both currency and 
price might prove tempting. All in 
all, however, the amounts are unlikely 
to be significant compared with the 
possibilities discussed above. 
Summary of Prospects 
{vi) Taking account of the above possible 
outlets, on the basis of :~ 
Million Tons 
Per Annum 
Argentine O-5/1-0 
Italy 1-0 
Japan 05 
Rest of world (exclud- 
ing United States) 
(say) 10 


a." best estimate " for total possible 
offtake of Persian oil in present cir- 
cumstances, exclusive of any amounts 
which might be imported into the 
United States and on the assumptions 
set out in Section I would be (say) 
3-5 million tons a year, In terms of 
shipping, this would require about 
30 72, ie., standard size, tankers, 
In practice, the actual offtake may 
prove to be less, since buyers of 
Persian oil must have facilities at 
their disposal in the countries to 
which itis shipped, to refine it (i i is 
crude oil) and to deliver refined pro- 
duets (whether made locally or im- 
ported from Abadan) to consumers, 
There is no reason to expect that the 
internationally operating oil com 
panies, who own or dispose of 
major part of existing refining and 
distribution facilities in the Eastern 
Hemisphere, will be interested (see 
Section II (i) above), 


Nore.3-5 million tons a year would 
displace an equivalent sale by the estat- 
lished companies representing a value 
of trade (allowing for both oil and 
freight) of about £25 million, 


V.—Interference/Compulsion 

‘A development not taken into account in 
the above assessment but which should not 
be overlooked, is the possibility of “ inter- 
ference,” in the form of official pressure, 
with ordinary commercial operations. There 


2 
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is a possibility that, if Persian oil did come 
‘on the market at “ bargain” prices, some 
foreign Governments. who are. in’ acute 
currency or other difficulties, might attempt 
to compel the companies supplying and 
marketing in these countries to import this 
Persian oil, or to supply their oil at reduced 
prices, or even at prices comparable to those 
olfered by the Persians. As an illustration, 
a case might arise where, e.g., France, seeing 
cheap Persian crude going into Italy, and 
being short of sterling or dollars, would 
insist that her regular suppliers should, if not 
actually quote her at Persian prices, make 
some gesture by way of price reduction, so 
that the Government could stand up to 
internal criticism. Variations on this 
situation are not hard to imagine. In the 
event of such pressure materialising, which 
the companies would assuredly resist on the 
grounds that they were being asked to com- 
pete with oil expropriated without compen- 
sation, Her Majesty's Government (and no 
doubt the American and Dutch Govern 
ments also) would have to consider urgently 
what attitude to adopt, and even what action 
they could take to help their own nationals. 
Should foreign governmental pressure on 
the oil companies assume serious propor- 
tions, the chances of Persian oil being 
absorbed would be correspondingly 
increased. 


VI--World Prices 

1 is not thought that any such amounts 
of Persian oil as may find their way into the 
United States market would affect United 
States internal price levels. As regards 
‘other areas, while the long-term prospects 
for world oil prices are admittedly uncertain, 
it is not thought that the entry of Persian 
oll into world markets—spread, as itis likely 
to be, over a number of countries—is of 
itself likely to bring about any break in the 
existing price structure. The amount is 
small compared with current Middle East 
production (over 100 million tons a year). 

AAs pointed out above (Section IV (v) ), the 
major part of the consumption in’ the 
Eastern Hemisphere is supplied by com- 
panies who haye large-scale production in, 
and marketing interests throughout, the area 
and have obvious reasons, including con- 
cessionary reasons, for desiring price 
stability. Where a small concern is able to 
handle Persian oil acquired cheaply, there is 
likely to be local price disturbance, but such 
local situations are nothing new and should 


not lead responsible suppliers into making 
reductions in their f.0.b. prices at producing 
centres. 

Nevertheless, as things are to-day, the 
presence of * cut-price " Persian oil will be a 
disturbing factor locally, and may have 
much wider repercussions and unpleasant 
consequences in the circumstances envisaged 
in Section V above. 

In our view, this serves to emphasise the 
necessity for close consultation between Her 
Majesty’s. Government and the United 
States Administration in all these matters. 


ViI—Conelusions 
The following conclusions may be drawn 
from the above rapid survey:— 

(i So long as oil supplies generally 
remain easy—and there are no imme- 
diate prospects of shortage—Persian 
oil can be marketed only at cut prices 
or on specially favourable terms. 
On the other hand, outlets—in the 
sense of markets, refinery and distri- 
bution facilities, &c.—are likely to be 
the governing factor, rather than 
availability. 

If existing commercial arrangements, 
and the normal supply/demand 
mechanism, are left undisturbed, the 
amounts of Persian oil likely to find 
their way on to the world market will 
be relatively small as compared with 
Middle East production (100 million 
tons a year). They could amount to 
3-5 million tons a year in“ normal” 
markets, ie., excluding United States. 
Such tonnages are marginal in terms 
‘of world supply and demand, and are 
unlikely, so long as the major com- 
panies remain unmoved, to upset the 
present world price structure. 
Nevertheless, there are undoubted 
dangers inherent in the situation, 
eg. more might be sold, or foreign 
Governments, for currency or other 
reasons, might feel compelled 0 
insist that major companies with 
local refineries and their own sources 
of oil should either themselves import 
cheap Persian oil, or reduce their own 
Prices proportionately. 

The immediate need is to take 
account of such possible risks in early 
discussions with the United States 
Administration, as they underline 
the need for close consultation, and 
policy co-ordination on oil matters. 
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AMERICAN OIL COMPANIES AND ANGLO-IRANIAN'S 
PERSIAN INTERESTS 


‘Sir G. Jebb to Mr. Eden. (Received April 22) 


(No, 330. Confidential) 
(Telegraphic) 

Following for Maud from Butler. 

Humphrey and Dulles have been talking to the American oil companies re their taking 
‘over Anglo-Iranian’s Persian interest, Hopwood knows the position as it existed a few days 
ago and I expect to be able to cable tomorrow about the American companies reactions. 

2. Meanwhile, 1 gather that Humphrey may mention the mutter to the Chancellor and 
it might be as wel if he were warned. 

3. The scheme apparently contemplates Anglo-tranian and Shell being customers of 
the American syndicate. I would not rate the practicability of the scheme at all high and, 
politically, 1 would have thought that it would be quite impossible to sell it to the British 
public. Certainly the present timing would appear most unhappy. 

Please pass advance copy to Maud, Ministry of Fuel and Power. 

Please send any reply 1o Washington. 


New York, 
Aprit 22, 1953, 
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UNITED STATES COMPANIES AND PERSIAN OIL 
w 


Foreign Office 1o Sit O. Harvey (Paris) 


(No, 431. Confidential) Foreign Office, 
(Telegraphic) April 23, 1953, 
United Kingdom Delegation, New York, telegram No. 330 lof 22nd Aprill; Persian Oil 

Following for Minister of State from Strang. 

‘You may wish to war the Chancellor that Humphrey ray raise this matter, or you may 
find an opportunity of telling Dulles that we have had this report from the United States 
‘Companies and feel he should know at once what our attitude would be to such a proposal, 

2. We should be strongly opposed to any scheme of this sort for the following reasons: 

(a) It would be regarded as evidence of American attempts (0 reduce ous influence in the 

Middle East and would have a bad effect on Anglo-American relations. 
{b) Musaddiq would be getting away with a profitable longterm settlement without 
hhaving had to submit to an impartial adjudication on compensation for an ex- 
ted concession. This would seriously jeopardise concessionary and other 
lovestments throughout the world. 

(c) We would be increasing our dependence on dollar oil. 

(d) There is also the Parliamentary aspect, as to which you will be able to judge. 

3. The American companies are hardly likely to welcome this proposal, as they would 
be faced with the double burden of striking a hard commercial bargain with Musaddiq and 
liability to pay compensation of an unlimited size. Moreover, there is no reason to believe 
that Musaddiq would be any more willing or able to give an American syndicate reasonable 
terms than he has offered us. 


Q 
Sir O. Harvey to Mr. Eden. (Received April 24) 


(No. 151. Confidential) Paris, 
(Telegraphic) Aprit 24, 1953. 

‘Your telegram No. 431: Persian Oil 

Following for Strang from Minister of State, 

Chancellor took this up this morning with Humphrey. and spoke on the lines of paragraph 
2 of your telegram under reference stressing (b) and touching on (0) 

2. I transpired thet the proposal was Humphrey's own, and that he had spent a good 
deal of time discussing it with the United States oi companies. He was therefore naturally 
disappointed at our reception of it, and in order to soothe his feelings the Chancellor agreed 











8 


to confirm with his colleagues in London that they shared his objections. He left him in no 
doubt that it seemed highly unlikely that Her Majesty's Government could possibly accept 
the proposal. 

3. You will no doubt arrange for the Ministries concerned to be consulted and for 
appropriate instructions to be sent to Her Majesty's Ambassador at Washington to convey 
the considered views of Her Majesty's Government to the United States Government. 


@ 
Foreign Office to Sie R. Makins Washington 


(No. 1984. Confidential) Foreign Office, 
(Telegraphic) ‘May 4, 1953. 

My telegram No, 1911 fof April 301: Persian Oil 

Please pass following personal message from the Chancellor to Mr. Humphrey. 

Thave now been able to discuss with my colleagues your suggestion that we might find 
some solution to the Persian problem on the basis of the American Oil Companies taking 
dover the Persian interets of the A.TO.C. 1 woud like to repeat my thanks t0 you for the 
‘consideration which you personally have given to this possibility 

‘As L expected, however, my colleagues share to the full the misgivings about its impli- 
cations which T expressed to you in Paris, and are opposed to an attempt to devise a solution 
along these lines for the reasons which I gave. 

{am seeing Lew Douglas this week and wil be writing to you whenever I have znything 
worthwhile, 
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“ NISSHO MARU" CASE ; JAPANESE GOVERNMENT TO DISCOURAGE 
THE PURCHASE OF PERSIAN OIL, 


Sir E. Dening to Mr. Eden. (Received April 25) 


(No, 463. Confidential) Tokyo, 
(Telegraphic) April 25, 1953, 

My immediately preceding telegram. 

Following is text of aide-mémoire numbered 300/16 and dated April 25 

‘Upon investigations of the Nissho Maru case. which have besn undertaken with utmost 
Attention, it has come to the knowledge of the Ministry of Foreign Affairs thet the present 
deal by the Idemitsu Kosan Company was carried out within the framework wherein the 
relevant laws and regulations in this country allow individual traders to conduct the trans- 
actions of this kind without being subjected fo any specific sanction by the govérnmiental 
authorities. Accordingly, the authorities concerned were neither in a position to et informed 
Of the transaction nor were empowered to intervene in it administratively. 

‘Meanwhile, itis to be noted that it is not the intention of the Government of Japan to 
encourage or facilitate purchases of Iranian oil by Japanese firms in the present circumstances. 
Whatever steps, which may be open to the Government of Japan within the purview of their 
administrative power, are under study at present in order to deal with such a case in the future. 





EP 1533/174 No. 41 
JAPANESE PURCHASE OF OIL: BRITISH REPRESENTATIONS 


Department 0} Stat, 
Washington, 

(Confidential) April 2 

‘The Department of State has considered the British request that the United States 
Government make rey itations to the Japanese Government not to permit Japanese firms 
to purchase oil from fran and not to permit the import of 3 quantity of Iranian oil recently 
Toatied on the Japanese tanker Nissho Maru 

“The United States Government hes made it known publicly on a number of occasions 
that the decision whether or not purchases of oil from Iran should be made must be 
such individuals or firms as — ‘considering them and to be determined upon 
Pre pent ray uy involved are matters to be resolved by the individuals or 

irms concerned. In the light of these statements it is regretted that the United States must 


refrain from approaching the Japanese Goverament in support of the British representations. 





EP 1531/266 No. 42 


MESSAGE FROM THE UNITED STATES TREASURY 
wo 


The Hon. G. R. Humphrey to Mr R. A. Butler 
(Confidential) Washington, 
Sir, May 6. 1953. 

‘Your message through the Embassy was received today, 

{It is 4 great disxppointment to me. The more I thought of it the more 1 felt that we 
‘could establish the principle which is so important to you as well as to the oil companies and 
to all future American foreign investors in a stronger and perhaps even better way than might 
be possible through any other procedure. 

‘The very fact that you have sulfcient title to actually sell it for substantial consideration 
‘is most persuasive in itself. Talso thought we might inelude in the document, if « deal proved 
feasible with Iran, a paragraph acknowledging your right to receive the consideration and 
confirming your status in words that might be quite definite. It would, of course, be just as 
advenlagcous for the oil companies to make this as strong as possible as it would be for you 
to have it 

Thate to drop the matter entirely at this stage and before doing so, if you have any other 
‘or farther suggestion that we might follow, can you let me know. 

In the meantime, of course, either our State Department or yours is perfectly free to move 
in any way and at any time that may seem desirable to them entirely without reference to this 
suggestion, 

With every good wish, and highest regards to you, 

Sincerely, 
GEORGE R. HUMPHREY. 


EP 1531/26 2 


MESSAGE TO THE SECRETARY OF THE UNITED STATES TREASURY 


Mr, R. A, Butler to the Hon. G. Humphrey 


(Confidential) 
Sir, May 18, 1953, 

Many thanks for your letter of the 6th May about the Persian oi dispute 

In considering your suggestion in London we were impressed by three distinct considera- 
tions. Firstly there are the very serious practical difficulties involved in any attempt to work 
‘out a scheme along the lines you suggest which would be fair to the oil companies concerned 
and acceptable both to our two Governments and to the Persians. Secondly we can see grave 
poise! ditcuts at home if we appear io be murrendering important Bit interests ithe 

fiddle East to American Companies. And thirdly we are convinced that all hopes of 
securing 2 tolerable settlement out of Musaddig would disappear if at this stage anything was 
done which gave him the impression that his intrensigence was again paying dividends and 
that his rejection of our joint proposals of the 20th February was the prelude to stil further 
‘concessions from our side. 

‘These considerations seemed to us to be conchisive but if you feel you would like to 
{elegraph or write anything further it will have my personal atiention. 1 would only. add 
that we would wish to preserve the strictest possible erecy as it woul! be disastrous i 
Masaddiq was given any reason to believe that new proposals were in the offing. 


R.A. BUTLER 
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PRESIDENT EISENHOWER AS ARBITER ; SUGGESTION BY 
Dr. MUSADDIQ 


w 
Sir R. Makins to Mr. Eden, (Received May 9) 


(No, 995, Confidentia) Washington, 
(Telegraphic) May 8, 1953. 

Persian oil. 

Following memorandum was handed to a member of my staff im the State Department 
today. 

2. During the course of a conversation on May 3 about various matters, Prime Minister 
‘Musaddiq suddenly put forward an idea to Ambassador Henderson for solution of the Anglo- 
Iranian of dispute, ‘He statal he was willing to have the dispute settled by an arbiter " whom 
Britain and Iran could trust". He suggested President Eisenhower as arbiter. The Ambas- 
sador replied that he had no authority to convey any addifiGnal messages regarding settlement 
Of the oll dispute and that the appropriate way to make suggestions in this regard should 
better be by direct contact with the British or through the Swiss, Musaddiq said he did not 
wish to make " formal suggestions " without some hope that they might be acceptable, but 
Urged that at least Ambassador Henderson report the conversation to Washington. The 
‘Ambassador agreed providing it was clearly understood that Dr. Musaddiq was not making 
‘any proposals to him and that the conversation was not to be considered as reviving discus- 
sions regarding settlement of the oil problem, ‘The Prime Minister said that the only decis 
President Eisenhower would be called upon to make wouk! be the amount of compensation 
due after deduction of Persia's counterclaims, He said that if the British indicated a willing- 
ness to abide by a decision on this matter by President Eisenhower, he would ask the Majlis 
to give him full powers to go to the United States to lay Persia's case before the President. 
‘After arrivit in the United States, he would request the Majlis to permit him to transfer his 
full powers (o the President. He expressed confidence that if the British would be willing to 
sive full powers to the President. the Majlis would follow his lead in this matter. 

3, Department said that it was only after long consideration that they had decided to 
comtniais to us this new approach from Musaddg, They were not in a positon to sy 
how serious he was in putting it forward. and they passed it to us without any recommendation. 
No decision had been taken as to the response the United States Government would make if 
Her Majesty's Government should agree to invite the President to arbitrate. 

4. They would be grateful for an early indication of your ettitude in case Musaddiq 
should revert to the subject with Henderson, 


COMMENTS ON Dr. MUSADDIQ’S NEW SUC 
AN ARBITER 


Foreign Oftice 10 Sir R. Makins Washington’ 


(No, 2133, Confidential Foreign Office, 
(Telegraphic) May 16, 1953. 

‘Your telegram No. 995 lof May 8}: Persian oil 

‘Though it has the appearance of reasonableness, Musaddiq’s suggestion must be con- 
sidered in the context of past events, We are bound 10 assume that even if he were to agree 
at first to arbitration on such wide terms of reference, he would, when it came to the point, 
‘efuse to allow the President to consider the Company’s claim for loss of the concession and 
Perhaps even to question the validity of Persia’s counterclaims. He would try his usual 
technique of appeals and political blackmail, 

2. No doubt one reason for this proposal is the hope that it will lead to a wedge being 
driven between the United States and the United Kingdom. 

3. We do not wish to enter into negotiations about this proposal, which Musaddiq could 
and would drag out interminably. in order to appear to be in negotiations with us so as to 
‘gain support in his difficulties with the Shah and the Oppasition. 

4. Thope that the State Department will agree that Musaddiq’s suggestion is not reason 
able, and that from the point of view of the United States Government themselves it is 
unacceptable. It should not be necessary for Henderson to say that it is unacceptable to 
Her Majesty's Government. 
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REPORT ON THE PRESENT POLITICAL SITUATION IN IRAN 
PREPARED BY THE UNITED STATES AMBASSADOR AT TEHRAN 
ON MAY 8 (COMMUNICATED BY THE UNITED STATES EMBASSY 


MAY 11) 
Foreign Office to Sir R. Makins (Washington) 
(No. 1656. ‘Saving. Confidential) Foreign Office, 
(Telegraphic) May 11, 1953, 

He considers Musaddiq’s position definitely weaker than before he began his struggle 
against the Shah last Februsry—this despite the fact that at present the Court's position 
appears to be weakening as the result ofits struggle with Musaddiq and that the opposition 
in the Majlis has been unable to mobilise its resources eifectively against him. 

2. Its generally considered in Iran that the appointment of Amini as Acting Minister 
of Court is a victory for the Prime Minister. Since assuming his new office, Amini has been 
acting as intermediary between the Shah and the Prime Minister and has been issuing a 
umber of conciliatory 2nd optimistic, although at times conflicting, statements concerning 
progress achieved in reaching an understanding between Musaddiq and the Court. ‘There 
{s some doubt. however, whether Amini is actually working in either the Prime Minister's or 
the Shah's imterests. It is not entirely clear exactly what the objectives of the powerful Kajar 
Asai family are but Amin activies may subsequently prove to have furor weakened 
the Prime Minister's position without strengthening that of the Shah, 

3. The Majlis opposition has not yet been able to take an effective offensive. However, 
it has not yet been dispersed and still prevents, through guerrilla tactics, the Government from 
‘engaging in constructive work and the Majlis from achieving a quorum, Should even the 
‘optimistic predictions of the pro-Government circles thst the Majlis will be able to meet within 
the next few days be borne out, there is justified doubt that st would be able to take action 
which could appreciably strengthen the poston of the Prime Minster, For example, unless 
something unexpected happens the Government may find it extremely difficult to deprive 
Bagal of Parliamentary immunity,” Following the official communique charging Baga with 
sompliciy in tbe murder of Paice Chel Ashura, tbe Government's alae in thi regard 
woul on its strength. In addition, the Government will encounter stubborn opposition 
in endeavouring to get the Majlis’ unqualified approval of the Committee of Bight’s report 
‘on substitute measures for limiting the powers of the Shah. A further indication of Musaddiq's 
decline in prestige and authority in the Majlis is the fact that General Zahedi has been 
receiving on the whole a sympathetic reception by Majlis members during his asylum there, 

4. Musaddiq’s basic support among political leaders has shifted sharply during the past 
six months with the majority of the original factions of the National Movement now opposing 
him opealy tcl. There are even reports now that her i fctog, eppearng 
between the Prime Minister and the Tran Party which is one of the last of the factions of the 
National Moyement which still give him support. Musaddiq’s support seems now to bo based 
largely on the security forces which he has admitted to Ambassador Henderson that he does 
rot trust, the Government bureaucracy including the recently appointed Governor-General 
‘whose loyalty is still untested. the Government's monopoly of radio, and a variety of groups 
‘and individuals with widely divergent interests such 2% some of the prominent Kajar and 
‘merchant families and the Qashqai Khans. In times of stress the Tudeh also provides him 
support when it serves the party's interests. His great reputation as a Nationalist leader 

ing to liberate Tran from foreign control is still his most important source of strength. 
The fact that he has been Prime Minister for two years also provides him with a certain 
degree of prestige with the rank and file of the citizenry. None the less. his popularity even 
With the Majlis has been weakened by his failure to receive the cooperation of the country’s 

nent political leaders. by bis use of mass demonstrations to presstrise the opposition, 
By his inablity to so've the oll problem in'a way economically advantageous to fran, by the 
‘economic deterioration of the country, and by his resort to martial law to maintain order. 

5. ‘The fact remains, however. that Musaddiq still remains Iran's outstanding political 
figure and that his opponents have yet to evidence sulicient courage of unity to constitute 
serious threat to him. The greatest threat which Ambassador Henderson sees to him at the 
‘moment is that coming from the Amini group working from within. However, this group 
‘would need the most exceptional skill if either by peaceful methods or by force itis to succeed 
in overthrowing Musaddig, To an extent General Zahedi has recovered his position by 
‘king asylum in the Majlis and by explaining his case individually to the press and Majlis 
Teades As yet however, the General har no socseded in winning the Shas support—a 
support which be has considered essential if be is to succeed. Morzami is now being discussed 
in certain circles as a possible successor to Musaddiq who would be acceptable to the National 
Movement as well as to various of the Movement's opponents. He is a wily deputy who in 
the past hs often endeavoured io preset himself a¢ a middleotterond euntiate for oe, 
‘Ambassador Henderson feels that he may eventually develop into a real threat to the Prime 
Minister's position. He is feared and respected by the Shah, reportedly because the latter 
thinks he is a British agent. 
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EP 1533/20 No. 45 


TEXT OF JAPANESE GOVERNMENTS AIDE-MEMOIRE REGARDING 
THE PURCHASE BY JAPANESE FIRMS OF PERSIAN OIL 


Sir E. Dening to Mr. Eden. (Received May 13) 
(No. $27. Confidential) Tokyo, 
(Telegraphic) May 13, 1953, 

‘My immediately preceding telegram. 

1. In the aidemémoire of the Ministry of Foreign Affairs of April 25, 1953, it was stated 
that study was being made of whatever steps might be open to the Japanese Government, 

ithin the purview of its administrative powers, to deal with future cases of the purchase of 
Persian oil by Japanese firms. Decision has been made as follows: “Necessary measures 
shall be taken to suspend, for the time being, the allocation of foreign exchange funds after 
May 1, 1953, for the importation of oil from Persia " 

2. With regard to foreign exchange fund allocations already at the disposal of individual 
traders prior to May 1, 1953, there are hardly any administrative steps open to the Japanese 
Government to impose retroactive restrictions as to the country of origin of imports. 

3. The above mentioned decision was made by the Japanese Government. animated by 
the sincere desire to promote friendly relations between Japan and Great Britain, However, 
it should be noted that the prevailing comparatively high cost of oil in Japan is likely to be 
regarded as due to the current system of importation of foreign oil. This has led to consider- 
Able support for efforts to introduce a competitive element, It is most desirable that the 
factors governing the international price of oil should be subject to further examination in 
light of the above situation. 

Please see my immediately following telegram. 





EP 1533/208 No. 46 
Dr. MUSADDIQ SUGGESTIONS FOR OIL NEGOTIATIONS 


Sir Winston Churchill 10 Sir V. Mallet (Rome) 


(No, 178, Confidential Foreign Office. 
Sir, May 16, 1953. 


‘The Italian Ambassador called on May 15 at Sir Pierson Dixon's request in order to 
receive a reply to the communication in the matter of the Persian oil dispute which he had 
‘made on Apri 21, and of which Your Excellency was informed in my telegram No, 150 
Saving of April 22. 

2. Sir Pierson Dixon handed Signor Brosio the enclosed memorandum for the guidance 
of his Government and ace that Her Majesty's Government it vot wish to ask the sian 
Government lo transmit a reply on their behalf to Dr. Musaddig. It would be for the Italian 
Government to decide whether to tell Dr. Musaddig of our reactions, but it was our hope that 
they might prefer to tell him that they had seen no point in transmitting the message to Her 
Majesty's Government. The Ambassador took a note of these points. 

3. In discussion, the following points emerged. 

4. The Ambassador said that Signor Theodoli had recently returned from Rome where 
he had learned that the Court official attached to Queen Suraya had informed the Palazzo 
CChigi that in his view, and in that of the Minister of the Court, Musaddiq’s approach through 
the Tlalians was a genuine one. The Palazzo Chigi had formed the view that Dr. Musaddiq 
attached importance to two main points. The first was that he did not wish to concede in 
advance the principle of compensation for loss of future profits. The second was that he 
wanted to be sure than any sum awarded in compensation would not be crippling to Persia's 
sconomy, The Palazzo Chigi now thought that Musadiq would be prepared 0 drop his 
insistence on the first point if he could receive assurances on the 

5. This led Sir Pierson Dixon to explain to His Excellency the nature of the proposals 
of February 20, We had been well aware when we framed them of Dr. Musaddie’s apprehen- 
sions about the effect of a possible crippling award on Persia's economy. proposals 
safeguarded Persia against any such possibility. If Dr. Musaddiq genuinely wanted a fair 
and reasonable settlement, ihe February 20 proposals undoubtedly provided for it. 
Dr. Musaddiq’s double object was no doubt to impress the Malian Government of his 
reasonableness and to be able to tell his own people that he was in negotiation. The 
Ambassador quite saw this point. 

6. Before leaving. the Ambassador explained the position of his own Government in 
regard to the granting of licences for Persian oil. The whole question was now under study 
‘and would in due course be referred to the Italian Cabinet. The Italians saw clearly that there 


6 


wes a conflict between political considerations and economic. On the political side they 
wanted to do nothing which would embarrass Her Majesty's Government. On the economic 
side it wes becoming increasing’y difficult to resist pressure from Italian interests. The Supor 
‘Company, unlike Count Della Zonca, were a respectable concern backed by big interests. 
Moreover the Italian Government themselves had an intere# in barter deals between Italy and 
Persia, not because they preferred Persien oil to other oils, but because such deals would be 
2 means of saving Italy dollars, which she was using at the rate of $1 million a day. The 
‘Ambassador averred however, that the Italian Government, far from whipping up a public 
campaign in favour of dea's with Persia, were doing all they could to restrain it. 

7. The Ambassador was reminded how important we considered it to. preserve the 
‘common front and thst Dr. Musaddiq’s position was becoming increasingly difficult. This 
Was a success for the policy of standing on the fair and reasonable proposa's mide on 
February 20. Sir Pierson Dixon hoped that on the broadest grounds the Italians would 
‘continue to support us in this stand. 

8. 1am insirucing Her Majesty's Ambassador at Washington, to whom 1 am copying 
this despatch, to inform the United States Government of this exchange. 


T have, &c. 
WINSTON CHURCHILL, 





No. 47 


TELEGRAM FROM THE UNITED STATES AMBASSADOR AT TEHRAN 
OF JUNE 2 REPORTING HIS CONVERSATION WiTH MUSADDIQ 
ON MAY 31 


Foreign Office to Sir R. Makins (Washington) 


(No. 1936. Saving. Confidential) 
(Telegraphic) 

‘On the occasion of calling 10 take leave of Musaddiq on May 31, the United States 
Ambassador had a two and a half hour conversation which he described as "long, disorganised 
land almost purposeless as usual ". Musaddiq spoke at length on compensation, shifting his 
ground several times. Mr. Henderson was more pessimistic than before about the possibility 
‘of any settlement with the present Government, his impression being strongly that for the 
resent at least Musaddiq was not thinking of any agreement which would result in Persia's 
Paying an appreciable amount of compensation, When Mr. Henderson. told Musaddiq. he 
was thinking in quite unrealistic terms, the latter replied that it would be better if the United 
States forgot entirely about compensation, He was no longer interested in a settlement of the 
oil dispute, He felt certain that no settlement acceptable to the Persian people was possib'e 
at the present time in view of the British attitude. He must, however, know clearly, once and 
for all, and 2s soon as possible, whether, in the absence of agreement on compensation, the 
United States would be willing to give Persia the necessary financial and economic assistance 
in the form of an interest-paying lean. If the answer was in the negative he hoped that the 
United States would at least remain neutral and friendly towards Persia, A negative answer 
would, however, certainly mean the eventual fall from power of the Government and its 
replacement by a Communist<dominated Government, of by a Britishalominated Government 
‘which would soon be followed by a Communistdominated Government. The present Persian 
Government was the only type which desired co-operation with the United States. A British 
or Soviet dominated Government would speedily elimincte the United States from Persia, 
Mausaddiq hoped Henderson could persuade his Government to give the necessary financial 
‘and economic assistance. 

2. Henderson said that, in his opinion, it would be extremely difficult for the Unit 
States to give this assistance in the absence of any sign of willingness on the part of the Persian 
Government eventually to pey a substantial amount of compensation. -Musaddiq insisted 
that it was not possib'e to pay more compensation than the value of the Company's assets in 
Persia as shown in the Company’s latest balance sheet. Henderson said this was so unrealistic 
that there was no purpose in discussing it. Musaddiq again said that it would be better (0 
forget the oil problem. He wanted the United States to define its attitude towards Persia 
without any reference at all to the oil problem. Henderson closed the conversation by saying 
that Musaddig’s present attitude seemed quite clear. He would report it to his Government 
but could not be sanguine about the possibility of Persia receiving substantia! assistance in 
resent circumstances. Musaddiq said the decision was. of course, one for the United States 
Government to take. He hoped, however. that the United States Government would under- 
stand what might be the results of its decision, 
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EP 1531/270 No. 48, 
ADDRESS BROADCAST BY Dr. MUSADDIQ ON MARCH 20, 1953 
(Communicated by the United States Embassy, June 10) 


My dear Compatriots: 

Its an honour for me to be talking to you on this day when the endeavours of the noble 
Iranian people in crushing oppression and tyranny have come to fruition and when imperialism 
has been uprooted by the people. During the past two years I have been witnessing the sacred 
‘and gallant strugele of my compatriots for the attainment of independence and the eredication 
of foreign influence from our land with a view to reviving the ancient glories of Iran. Thanks 
to the Almighty, I have weathered the storms and survived this eventful period which I have 
shared with you. I must express my gratitude to you for your full protection and support 
iven to me at all times. I'am not happy simply because I have lived for another year 
‘Among my people or that I may live a few years more. [am happy because despite all the 
provocative activities of the cunning hirclings of foreigners. | have lived through the current 
Jear and am here on this glorious day on which the foundation of the nationalisation of our 
‘il industry was led by the people, to submit a report on the actions with which I have been 
‘entrusted by the will of the people. 

Two jzare ago on suchla day a few others who thought in the same terms as T together 
with myself managed to have the law of the nationalisation of the oll industry approved by 
the Majlis. We did this only through the strength and inspiration which we derived from 
the gallant people of Iran. The proposal that we managed to have passed by the Majlis on 
that bistori¢ day of March 20, 1951, embodied the aspirations of the pstriotic people of Iran 
‘and obstructed the intentions of greedy foreigners. ‘The proposal contained the principle of 
the nationalisation of the oil industry throughout the country which was approved and 
declared as follows: 

in the name of the prosperity of the Iranian people end with a view to contributing to 
the maintenance of world peace, we hereby propose that the oil industry in Iran be nationa 

ised throughout the country and all operations including exploration and exploitation to be 
placed under the control of the Government ! 

Tt was on suclr a day that the foundation of a momentous change in the political life of 
our dear country which (s connected with the welfare of the franian people and world peace 
was laid 

With the approval of the law of the nationalisation of the oll industry throughout the 
‘country. the sinter agrecment of 1933 which was imposed on us became null end void and 
was discarded forever. This agreement was concluded through the ignorance and deception 
Of the Iranian people and with the participation of a few instruments of the Government in 

tr and was designed to enslave the Iranizn people. Not a single person had said a word 
On the harms that the agreement entailed. 

‘After 16 years of imprisonment and exile the valiant people of Tehran succeeded in 
electing me as their deputy in the 14th Majlis, Eleven years had elapsed since the approve! 
‘and implementation of the 1933 agreement when on October 29. 1944, 1 pointed out the 
defects and the economic and political dangers of this agreement to the Iranian people. 1 
particularly explained the tricks and deceptions of the British imperialistic policy to secure 
{t 6O.year extension of the concession that was imposed on Iran and the tremendous losses 
that were sulfered by the impoverished and aggrieves! people of ran during this period 

‘On the surface the 1933 agecement was an economic one, but as itis very difficult these 
days to separate economic matters from political ones which have b:come so intermingled. 
the Bridal had gained numerous advantages to further their imperialistic policy in tran under 
the guise of economic matters pertaining to the oil question. For instance, the ex-A.LO.C. 
throtigh the help of the previous puppet Governments faithfully adhered to the principle of 
recruiting cheap labour in fran for its operations. The idea was to make the most possible we 
of Iranian labour and at the same time reduce the Company's expenditure of the pound 
sterling to a minimum. 

‘Te-was in the pitrsuance of this policy that the ex-A.1.O.C. interfered in bringing Govern- 
meats to power; 40 much so that the Minister of Finance during the war fixed the rate of the 
ound sterling at twice its real value. The ex-A.1.0.C. also obstructed the execution of produc. 
five, agricultural, and industrial projects in Iran, particularly in Khuzistan by different means 
0 that there would always be a large number of unemployed peope prepared to work under 
any conditions oflered to them. ‘Thus the concession which was an ceonomie one on the 
ssurfree meant in fact the economi wery of the Iranian people. 

‘When the imperialistic policy pole in the 14th Majlis against the 1933 
agreement, it decided to prevent my return to the 15th Majlis at all costs with the hope of 
stifling the voice of the Ira ind saving the 1933 agreement from the danger with 
which it was faced.” Tt had pari rly decided to impose 8 new agreement by the name of 
supplementary agreement on the Iranian peopte. 

Prien diskel sory of the 15th elections in Tehran and the fraudulent activities of the 
then government on the instruction of the €x-A.1.O.C. and in protection of the 1933 agreement 
jg to well koown to my dear compatriots. It was towards the end of the 15th term of the 
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Majlis that the Gass-Golshayan supplementary agreement was presented by the then Govern- 
‘ment to the Majlis in an attempt to perpetuate the 1933 agreement. True to its traditions, the 
imperialistic policy failed to take into account the Iranian. people, and it was this very mis- 
‘calculation which fortunately foiled its plans. A number of nationslist elements in the Majlis 
together with myself who received the support of all my dear compatriots outside the Majlis, 
rose against the supplementary agreement, and the 1Sth Majlis did not have time to approve it. 

‘The imperialistic policy which felt the growing danger thet threatened the supplementary 
agreement and the 1933 agreement brought an oppressive Government to power by resorting 
to all soris of tricks so that the 16th elections might be conducted by that Government. The 
Government in question performed what was expected of it and conducled the elections in 
Tebran in the midst of corruption. forgery and fraud. The gallant people of Tehran, however, 
fought against such fraudulent elections which were cancelled under the pressure of public 
‘opinion while the ballots were being read out, It was at this time that the sense of the 
vigilance of the people in safeguarding their fundamental rights increased. and when new 
elections took place, the people of Tehran succeeded in sending a few true representatives 
who belonged to the National From to the (6th Majlis. The titanic success which was 
achieved two years ago on such a day in tearing up the 1933 agreement was due to the vigilance 
and sacrifices of the people who he'd numerous meetings at that time 

‘The first reaction of the Company to the nationalisation of the oil indusiry was the strike 
which occurred in Abzdan, Bandar Mashur, and Masjed Soleiman on April 20 at the instiga- 
tion of the Company as a result of which a number of innocent Iranian workers were either 
Killed or injured. While the Company was engaged in such activities. my collaborators and T 
were busy in the Parliamentary Oil Committee to draft the comprehensive law for the im- 
plementation of the nationalisation of the oil industry. The law which contained nine articles 
was prepared and presented 10 the Majlis, Before it was discussed. however, a number of 
deputies suggested in the private session of the 16th Majlis that 1 should assume office ax 
Prime Minister. I, who had proposed the law for the implementation of the nationalisation 
‘ofthe oil industry accepted this offer despite my weak constitution and with full knowledge 
‘of the dangers and difficulties that existed. I did not wish my opponents to allege that I had 
shirked responsibility when it came to the attainment of our national aspirations. The only 
Sondition that attached to my acceptance of the ofer was that out, proposal concerning 
the implementation of the nationalisation of the oil industry be approved by the Majlis before 
T assumed office ax Prime Minister 

This condition was put forward by me in order to eliminate the danger of suspense 
with which the approval of the ninearticle law might have met in the Majlis. I feared that 
by being Prime Minister I would be unable to follow wp that law in the Majlis, and it may 
‘well be that the offer was made to me at thet delicate and crucial moment because of this. At 
any rate, the nine-atticle law was approved by the Majfis oo April 30 and the next day 1 
assumed oltice as Prime Minister solely motivated by the desire to carry out that law. 

‘Two years havo elapsed since the nationalisation of the oil industry. Despite the fact 
that I have taken every appropriate opportunity to inform my dear compatriots of the views 
fand the steps taken by the Government, I should like to bring to their attention, briefly the 
difficult stages through which we have passed, thanks to the sustained support of my country- 
‘men in implementing the Nationalisation Law. 

The first difficult stage concerned Article 2 of the Nationalisation Law on taking over 
{ull contro fom the €x-ALO.C. which had employed all its technical and other facilities in 
Khuzistan to prevent us from assuming control, The Company at least that series 
‘of unpleasant incidents would accompany the process of taking control by us. Certzin 
provisions in Articles 2 and 7 of the Nationalisation Law necessitated discussions with the 
e-A.LO.C.. particularly at that time when the Company seemed to be favourably disposed to 
such discussions. On May 30, 1951, the ex-A.1.O.C. was asked to present its representatives 
and it was stipulated that the discussions would be within the framework of the Nationalisa- 
tion Law, It was hopsd that such discussions would facilitate the action of taking over 
‘control from the ex-A.1.0.C. 

‘A delegation headed by Jackson wes presented and after a few sessions it submitted a 
series of proposals to the Irenien de'egation which consisted of the representatives of the Joint 
Oil Commitice and Government representatives. These Is were absolutely incom- 
patible with the Nationalisation Law and were in fact most childish. Under cleverly worded 
sentences and phrases, the proposals aimed at stabitising the former position of the ex-A.1.O.C. 
‘Thus the ill designs of the ex-A.1.O.C. in preventing us from taking over full contro! became 
evident and the Government took it upon itself to fully implement the provisions of the law. 
‘On June 20. 1951, the Government instructed its representatives in Abadan to take over 
‘control from the eX-A.LO.C. 

Thanks to the care of Government officials and the representatives of the Joint Oil 
‘Committee who had been specially sent to Khuzistan by the Government, and thanks to the 

tion of the workers and employees of the oil region and the patnotic people of 
Khuristan, the action of taking over control from the ex-A.1.O.C. proceeded without a single 
hitch and was attended by a brilliant success. If I do not say anything at this stage about 
Darachutists in Cyprus and the arrival of British warships near Abadan, it is because 1 am 
‘convinced that the valiant people of Iran who were engaged in a hard struggle of political 
‘and economic survival were totally undaunted by these measures. Asa further mark of our 
‘S004 will, we bore two fundemental points in mind while we were taking over control from 
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the ex-A.LO.C. We wanted to arrange for the uninterrupted flow of the Iranian oil to the free 
markets of the world, and we also wanted to make use of the experience of real oil experts 
who were of a foreign nationality in operating the gigantic oil installations. “To meet these 
views, we suggested that British oil tznkers calling at Abadan and Bandar Mashur carry the 
oil against a receipt to the effect that they had received their oil from the National Iranian 
‘Oil Company and that they would settle the relevant accounts. 

‘We also invited all the foreign experts to continue their services on the basis of individual 
contracts with the National franian Oil Company with the same salaries and privileges that 
hhad been enjoyed by them. Unfortunately, the ex-A.LO.C. did not respond favourably to 
these two logical proposals. It prevented the tankers from giving receipts. and at the same 
time warned the experts against serving the National Iranian Oil Company. Consequently, 
the delivery of oil to the tankers of the ex-A.L.O.C. was stopped and the experts wer: 
prevented from continuing their work in the oil installations. 

‘While we were thus engaged in Iran in taking over control from the ex-A.1.O.C., the 
British Government launched a complaint against us in the Intervational Court at The Hague 
{0 stop us. The Iranian Government had declared that the Court was not competent to 
interfere in the Iranian oi question. Nevertheless. on June 6, 1951. the Court issued a ruling 
{o prevent the Iranian Government from taking over control from the ex-A.LO.C_ The 
former President of the United States, in course of a speech, recommended a provisional 

sent to be reached by Iran in complying with the provisional ruling of The Hague 

‘ourt. Needless to say, the Iranian Government rejected the ruling of the Court which was 
cancelled by The Hague Court in its final decision on July 22, 1952. 

‘On July 9, 1951, the former President of the United States informed me through his 
‘Ambassador in'Tehran that he intended to send Mr. Harriman as his special representative 
{0 Iran in an effort to find a solution to the oil problem. 1 replied that there was no objection 
to this provided the ensuing negotiations did not nullify our national right which had to be 
safeguatded. within the framework of the Nationalisation Law. Mr. Harriman arrived in 
‘Tehran on July 15, 1951, and immediately began negotiations with the representatives of the 
Government and of the Joint Oil Commitice. “The result of these negotiations was a formula 
with 14-articles which was finalised in the joint session of the Council: of Ministers and the 
Joint Oil Committee on July 22, 1951, Briefly, the formula said that if the British 
‘Government accepted the principle of the nationalisation of the oil industry in tran according 
to the Single Article approved on March 20, 1951, on behalf of the ex-A:1.0.C., the Iranian 
Government would be willing to enter into’ negotiations with British representatives acting 
on pois: Gee SOG wens the oil dispute In its oficial letter of August 3; 1951, 
the Brit ‘accepted Iran's proposal on the recognition of the principle of 
nationalisation, and the Government therefore declared its preparedness to begin negotiations 
‘with the British delegation, This delegation which was headed by Stokes, British Lord Privy 
Seal. arrived. in Tehran on August 4, 1951, and presented its eightarticle proposals to the 
Iranian delegation. ‘The imed at arranging for the return of the ex-A.LLO.C. under 
rnew names, such as “ 1g organisation” so that the Company could once again 
establish its control over our oil instal 


compensation. 

"From the attitude adopted by the British delegation during the last days of its stay here, 
‘twas evident that the British, by submitting such unpractical proposals, intended to weer out 
the Iranian people and Government trough econom pressure and atcha ificalisin the 
hope that this might give way to another which would conclude an agreement 
according tothe Hiking ofthe Bri ih As this object was not achieved. the British delegation 
‘and Mr, Harriman left Tehran on August 23, 1951, and August 24, 1951, respectively, | The 
nly postive result achieved by these proaried negations was the recognition of th 
principle of nationalisation of the oi! industry by the British Government and on behalf of 
the evA.LO.C., which automatically eliminated the 1933 agreement (and the speculative 
profits demanded for the remaining period of the 1933 agreemend. 

‘As the Government fully realised that the continued stay of British experts might create 
‘unrest among the workers of the N.LO.C. and the people of Khuzistan, preventing at the same 
time other customers from buying oil from Iran, it decided to resist the subversive activites 
of the British Government and the ex-A.L.O.C. In the joint session of the Council of Ministers 
And the Joint Oil Committee on September 24, 1951. it was decided to cancel the residence 
permits of all British experts. The following day the Provisional Board of Directors of the 
N-LO.. was instructed to have the residence permits of all British experts cancelled by the 
‘appropriste authorities so that the experts could leave Iran within a week, This instruction 
‘was duly carried out. ‘ 

‘dear compatriots have noticed. the Government was faced with all sorts of diff 
culties and the subversive activities of our opponent in implementing the Nationalisation Law, 





oy 


The Government, however, drew inspiration from the valiant people of Iran who were bent 
‘on shaking off the foreign yoke and freeing themselves from privations. It therefore resisted 
with greater determination against new obstacles and kept on abead. Thus within 
five months the Company was dispossessed of its contro! and all British experts were sent 
‘away from Iran. R 

‘Our obstinate opponent. however. did not sit idle, and Gn September 29, 1951, an official 
report was received from America that the British Government had launched a complaint with 
‘the Security Council against the Iranian Government for the imp'ementat.on of the Nationali- 
sation Law. The Iranian Government which had no reason to enter into a controversy with 
the British Government over the oil issue wos thus involved in a new difficulty. All along, 
however, the Government was conscious of the principle that any nation which is desirous 
of vindicating its rights and leading an honourable life must bear with difticulties and remain 
unaffected by threats. Counting on the help of the Almighty and the support of public 
opinion, | was determined to achieve our final goal at all costs. To answer the British Govern- 
‘ment Left Iran for the Security Council, and on October 14, 1951, I refuted the arguments of 
the British and presented Iran's case at length in connection with the incompetence of the 
‘Security Council to deal with the oil dispute. 

also took the opportunity and told the whole world of the tyranny of the ex-A.1,0. 
interference in the domestic alfairs of Iran and its plunder of our oil revenues in an attempt 
to keep the Iranian people in abject poverty. 1 also stated in the Security Council that the 
Iranian people were determined to put an end to the interference of foreigners in their affairs. 

‘After five sessions of discussions and deliberations, the Security Council decided to with: 
hold its decision on the oil dispute pending the ruling of the International Court at The Hague 
‘on its competence to deal with the oil dispute. In this way the British Government obtained 
no result and did not succeed in securing the surrender of the Iranian people and Government 
‘which continued to resist with fresh vigour, 

‘The invitation that was extended to me by the former President of the United States and 
the discussions that took place on oil in the first meeting. provided the United States Depart- 
‘ment of State to pick up where Harriman had left off and mediate in the negotiations between 
Iran and Britain. My only object was the implementation of the Nationelisation Law and our 
national aspirations, and had therefore io objection to the continuation of discussions. 
During my stay of 25 days in Washington negotiations took piece with the then Under- 
Secretary of the United States Department of State, but this period coincided with Churchill's 
accession to power in Britain. The British Conservative Government did mot possess any 
good will and the negotiations did not achieve any positive result. 

‘During the last days of my stay in Washington the assistant of the World Bank called on 
‘me and had a discussion with me about the reactivation of our oil industry. I told him that 
i they refrained from appointing British experts and fixed the price of oil which they intended 
to buy from us beforehand. some result could be achieved by negotiations. It was decided 
that the Bank should study the matter and convey its views to the Iranian Government, 

Forty days after my return from America the World Bank sent a letter through two of 
its members for further negotiations. The Bank’s proposals, however, contained certain vague 
points about the responsibilty of managing the oil installations, the exent of the Bank's 
authority, and 2 general agreement for the export of large quantities of oil. Most important 
of all, there was a point about the division of the Of sale between the seller and the 
setae Yayo mal Gop et of se proce we th. ad Daa by Sa 

ints were unacceptable and therefore an answer was given to the proposals asking 
for further explanations and pointing out that the Bank's proposals did not conform to our 
discussions in Washington. The representatives of the Bank lefi for the United States on 
receiving our reply in order to submit a report to the Bank about their observations in Tehran 
and Abaden, 

(On February 5. 1952, telegram was received from Mr. Garner ofthe World Bank saying 
that he had decided to come to Tehren for negotiations along with the delegation, 
Government agreed to this and the aforesaid delegation arrived in Tehran on February 12, 
1952, to start negotiations with an Iranian delegation appointed by the Government. Nego- 
tiations continued until March 16, 1952, and it was known that the proposals of the World 
Bank did not conform to the provisions of the Nationalisation Law. The Baok insisted on 
the appointment of British experts in the oil installations and wanted to assume charge of 
exploitation operations regardless of the legal position which was the outcome of taking over 
fall control from the ex-A.1.0.C._ The proposals of the Bank on the price of crude and refined 
‘ol resulted in 50 per cent. of the profits to go to Tran as her share, Consequently, these 
hegotiations which were far from being disconnected with the subversive activities of our 

it met with faiture. 

‘Realising that the impartial World Bank refused to familiarise itself with legal inter- 
national principles end that the Great Powers put their own interests above any other con- 
sideration, we came to the conclusion that the Iranian people must make greater sacrifices to 
reach their goal. 

‘On April 12, 1952, I set out my views in a six-article programme which included budget 
‘and administrative reforms as well as the rapid development of agriculture and industry as 
‘well as giving up the oil revenues. This programme was discussed with the deputies of the 
17th Majlis when a few days later it was learned that the International Court at The Hague 
had’ decided to look into the British complaint against Iran on June 9, 1952. In 


$8083 v2 











os 


sonsultaton with members of the Joint Oil-Committee. began 4o- prepare the necessary 
iments. 

‘As the British Government was disregarding the right of tran in defiance of all inter- 
national principles, 1 decided to go to The Hague Court and personally present our case and 
the position taken by us regarding the Court’s incompetence to deal with the dispute. In the 
middle of June, 1952, I left for The Hague with a delegation. Following the defence of our 
‘case in The Hague Court, one would have thought that the British Government would at last 
‘abandon its tyrannical attitude and prefer the friendship of the Iranien people to its material 
interests, and once and for all give up the hope of seeing the Iranian people submit. In true 
Bris traditions, the Britsh Govemment continued its obstinate attitude ad it was evident 
that in view of its failure in international organisations, it tried to resort to provocative 
measures in the hope of geining its end. 

‘On my return from The Hague on June 24, 1952, 1 noticed confusion in the country 
which had been caused by the agent of foreigners who were acting against the Government. 
On July 17, 1952, while the judges of the International Court were preparing their decisions, 1 
was compelled to relinquish office, but the courageous people of Iran manifested such 
sentiments and feelings in the capital and the provinces four days after my resignation that 
‘culminated in the national rising of July 21. “Commanded by public opinion. I resumed 
responsibility to conduct the affairs of the country and the next day the equitable ruling of 
the International Court was announced and once again right prevailed over might. Thus on 
{wo successive days two successive defeats were inflicted on the British imperialistic policy in 
‘Tehran and at The Hague, 

‘The ring of the International Court was on> of th: brilliant successes of the Iranian 
peop’e in the oll struggle which consolidated our legal position as well as our international 
position in the oll dispute. Ik was expected thot the British Government would tce reason and 
Show some good will to settle the dispute. This, however, was not to be, and a fortnight after 
the issuance of the Court's ruling my Government sent a note to the British Embassy on 
August 7, 1952, pointing out the activities of the ex-A.LO.C. in preventing the export of 
Iranian oil. Under six headings the claims of the Government from the €x-A.1.0.C. and the 
losses suffered by Iran because of the British Government and the ex-A.1.O.C. were set out. It 
was particularly stresed that speedy action should be taken Lo pay the amounts doe to ian 
according to the balance sheets of the ex-A.L.O.C. The note went on to say that the Iranian 
‘Government was willing to enter into negotiations to find a solution to the oil problem within 
the framework of the Nationalisation Law, and that the ex-A.I.O.C. could refer its case to 
‘competent Iranian courts. 

‘sending this note. the Government expected that in view of the critical economic situa- 
ton of Iran, the British Goverament would bf its economic blockade of Iran which bad been 
instituted against international principles and that the ex-A.LO.C would accept to pay 
immediately the sums to Iran and refer to Iranian courts to settle the question of compen- 
sation, Instead of fulfilling these reasonable expectations, the British Government and the 
ALO. coco ugin resorted toa policy of procratnaion. considerable time elapsed 
and no reply was forthcoming to the Iranian note. 1 was therefore compelted to remind the 


representative of the British Government in this connection, At long last on August 30, 1952, 


the British Chargé d’Affaires and the American Ambassador ‘on me together and 
submitted a joint message from the former United States President and Premier Churchill. It 
‘was known that the joint message was in reply to the Iranian note of August 7, 1952, The 
joint message contained certain proposals on the manner of settling the question of compensa- 
tion and relaxing restrictions. placed on Iranian funds in London. The proposals. were 
‘unacceptable because they did not conform to the provisions of the Nationalisation Law and 
in fact entailed new impositions on the Iranian ‘and Government. The message in its 
‘entirety gave one the impression that the British Government was labouring under the 
ilusion that the Iranian Government had teen reduced to such strained economic 
circumstances that it would submit to just any conditions. ‘The fact is that the Iranian 
people will never submit to conditions which are incompatible with their national honour and 
Political and economic: independence. 

‘On September 24, 1952, the reply to the joint message which contained adequate reasons 
for the rejection of the proposals was given. To prove its good will. the Iranian Government 
asked for certain explanations to clarify the vague points of the proposals and submitted 
counter-proposals, after consultation with the Joint Oil Committee, on the question of com- 
pensation and the examination of the claims of both sides as well as the determination and 
Payment of damages and the outstending account of £49 million due to the Iranian Govern- 
‘ment by the ex-A.1.O.C. On October S. 1952, some explanations on the joint message were 
received from the British and American Foreign Ministers with no mention being made of 
the Iranian countersproposals. It became evident once again that the British Government 
did not wish a settlement and intended to persist in its policy of procrastination. On October 
7, 1952, a special note was sent by the Government to the British Foreign Secretary and the 
€&-A.LO.C. was invited to make a payment of £20 million on account of the sums due by it 
and sent its representatives within one week to start negotiations within the framework of the 
Tranian counter-proposals. At the end of this note it was particularly emphasised that the 
Iranien Government had constantly pointed out the grave consequences of the policy of 
procrastination in settling the oil dispute and that once again it made it clear that it would 
fot accept responsibility for this state of affairs which could not continue. 


” 


‘On October 14, 1952. the British Embassy in Tehran sent a reply to the Iranian note 
‘and unmasking the illegal intentions of the British Government, openly demanded - 
tion for the remaining period of the 1933 agreement while denying the legitimate claim of 
the Iranien Government in connection with the £49 million and the claim for damages in 
‘connection with the activities of the ex-A.LO. in preventing Iran from selling her oil 

Ever since the nationalisation of the oil industry the policy of the ex-A.LO.C. and the 
British Government has been based on resisting the national aspirations of Iran and the good 
intentions of the Irsnian Government, hoping to eventually frustrate and wear out the Iranian 
‘People and Government. 

The Iranian Government which had manifested its good will in the oil question to such 
_great exteat by asking the tankers of the ex-A.1.0.C. to carry oil against receipts and the British 
experts to continue their services with the same salaries and privileges received no favourable 
response from the British Government which pursued an attitude that ran counter to the 
principles of friendship and collaboration between Governments, Eventually, the Iranian 
Government was compelled to break off such relations that caused inna provocation. 

‘On October 22, 1952, the Ministry of Foreign Affairs declared the intention of the Iranian 
Government to break off diplomatic relations in a note to the Iranian Government. The note 
Pointed out that the British Government far from helping the settlement of the oil dispute 
which is of vital importance to the tranian Government thay helped the x-A.1,0.C. and 
thereby prevented a settlement. The note particularly pointed out that British diplomatic 
officials in Iran stirred up trouble and interfered in the domestic affairs of Iran and that diplo- 
‘matic relations between the two Governments would be re-established only when the British 
Government realised the true nature of the national movement and aspirations of the Iranian 
people. 

The rupture of diplomatic relations between the Iranian end British Governments does 
‘hot necessitate a rupture in the friendly ties between the two nations. ‘The Iranian nation has 
always regarded the British people with respect and is hopeful that the people at the helm of 
thet Government will also pay somewhat more attention to the facts and circumstances of the 
world today and consider the awakening of nations, thus abandoning the method they have 
been hitherto practicing, and adjust their policy to world conditions today in order to enable 
the two nations, Iran and Great Britain, to benefit from friendly relations through renewing 
their diplomatic relations, 

‘Then the American Government through its Ambassador. the Honourable Loy W. 
Henderson, repeatedly expressed its interest in continuing the negotiations with a view to 
finding a solution for the settlement of the dispute, and the Iranian Government was hopetul 
that in this way an equitable solution acceptable to both parties would be found, 

Conferences held between the Ambassador and myself were chiefly on the following two 
subjects: First settlement of the claims of the Iranian Government and the former Company: 
and second, the sale of oil abroad. in such quantities as would bring the Abadan plant into 
full operatior 


(1) With regard to the claims of the former Company for compensation aid the Iranian 
Government's counterclaims: as my dezr compatriots know. the Iranian Goverament in its 
reply to the joint Churchill-Truman message of August 24, 1952 (Mehrimah 2, 1331), accepted 
adjudication by the International Court of Justice on certain conditions. The question of 
‘2ccepting adjudication by the International Court of Justice must be explained in a few words. 

‘After the International Court of Justice confirmed the correctness of the Iranian con- 
tention challenging the jurisdiction of the Court in the oil matter, the dispute between Ira 
and the former Oil Company could be brought only before the Tranian courts. However. 
the Iranian Government accepied adjudication by the International Court for the following 
reasons: 


Firstly, the Internstional Court of Justice had. proved its impartiality and righteousness 
10 the world in the Iranian oil question by the decision which it banded down declaring that 
the case did not fall within its jurisdiction. 

‘Sccondly. the Iranian Government and people in no way refuse 10 acknowledge the rights 
‘of anyone. This is evidenced by the law nationalising the oil industry which provides for 
the possibility of paying demage sf proved. 

Thirdly. the British Government on various pretexts, including the pretext that Iranian 
courts might deviate from the limits of impartiality, was not prepared to take up its claims 
With the Iranian courts. 

Fourthly. the Iranian Government wanted the claims to be speedily settled. 

However, inasmuch as the content of claim must be made clear in any litigation, the 
Iranian Government requested that the content of the claim be ascertained in order that the 
issues may be clarified and the two Governments may be able to refer their claims to the 
Internetional Court of Justice. 

In its proposal of Shabrivar 1331 (August 30, 1952) the British Government determi 
the basis of its claims as follows: 


‘The compensation to be paid in respect of the nationalization of the enterprise of the 
Anglo-Iranian Oi! Company in Iran having recard to the legal position of the parties existing 
immediately prior to nationalisation and to all claims and counterclaims of both parties. 
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The Iranian Government in reply to this proposal stated that the phrase ition 
oth partes mes peor atonal Was inaded oes he ald 
agreement of 1933 which has never the I isis 
Speak ebm en accep! by the Iranign ation and this isn no way 

his vifficulty and the uncertainty of the basis of tion were responsible for the 
fact that the proposa's and negotiations of Shahrivar 2nd Mehr did not achieve any result 
and dtet negotiations ceased 

in the recent conferences held between the Honourable Loy W. Henderson, the Amer 
‘Ambassador, and myself the British Government has proposed that in place of the phrase 
“legal position of the parties immediately prior to nationalisation” the phrase “fair com- 
pensation forthe loss of Company's enerpis be inserted, 

fe were numerous reasons which prevented us from accepting this suncertai 
bass forthe determination of compensation, (to wil tte ear beran 

First in nationalised industries throughout the wor'd, assuming the existence of a contract 
entered into in accordance with legal rues, without imposition snd intimidstion, nothing 
pid except compensation for property and ‘establishments and to agree to pay compensation 
for the loss of enterprise is at variance with the principle of nationalisation of industries and 
would bs deleting the purrose of matimaliation, 

ly. the former Company in fact did not have an enterprise in Iran. On the other 
hand it must be sud that it was frely taking away the greatest national wealth of Irane afd 
‘what it actually paid the Iranian Government for this windfall was actually only 2 sum paid 
the Government authorities to Keep them quiet. Therefore to pay one rial, for example, and 
‘make a profit of twenty rials is no enterprise. It is a form of plunder for which there is m0 
precedent anywhere in the world, My dear compatriots will agree that if we accept the loss 
of such “ enterprise" as the basis of compensation, we should be turning aver direct to the 
former Compeny all our oll revenues as compensation. for in truth the former Company has 
Jon very Iurative” enterprise through the nationalisation of the il industry 

‘Thirdly, acceptance of the loss of the enterprise as the basis of compensation may involve 
another difficulty, namely, they may claim that if the ofl industry had not been nationalised in 
Tran, such a very lucrative enterprise snd such a windfa't have been at their disposal 
for many more years. In that case even all the oll revenues could not compensate for such 
damage, or in reality compensale for such plunder, 

in short, for the reasons mentioned above the loss of the enterprise could cepted 
by the Iran Government asthe basis of compensation ou Pe 

The Tranien Government made the counter that the value of the property and 
extablishments G the former Company in Iran should be made the basis of compensation, for 

is was the only compensation that the Iranian Government could accept in accordance wi 
accepted world principles. : ™ =e 

@)_ ‘The question of the sale of oil: As to the negotiations conducted concerning the 
sale of oi, it would sufice to say briefly that the said negotiations were based on this (idea) 
that after the signature and implementation of the agreement between the Iranian Government 
tnd the Brish Goveroment with regard to compensation, an American agency ‘would 
Purchase from the National Iranisn Oil Company a certain quantity of oil, with a substantial 
‘eduction, amounting to $13 milion, and the sum of $50 milion would be advanced 10 the 
National Iranian Oil Company immediately after the signature of the agreement. In this 
connection, it was suggested as condition forthe sale of oll and payment of the advance 
at a. company oF international organisation be set up, in which the former Oil Ce 
should participate and that the Iranian Government agrees that the Nations! Iranian’ Of 
Company will enter into negotiations with this International Company with a view to con- 
ccuding a contract for the purchase of crude and refined oil in large quantities over 3 period 
‘of years and on such terms as might be mutually agreed upon. 
avodTtumuch 38 these tramactions were made contingent on the signature and implemen. 

‘Compensation Agreement. no result sieved 
‘ation of the Compesa ‘could be achieved unless zn agreement was 

Nevertheless, the Iranian Government expressed to the Honorab'e Mr. Henderson, 
‘American Ambassador, ks views wilh regard tothe sid’ questions and the conventions 
‘continued with a view to finding a solution. But unfortunately, the essential difference on the 
subject of the basis of the former Company's claim for tion still remained in its 
original form, and the British Government kept insisting that “the loss of the former Com 
pany's enterprise as a result of the laws nationalising Iranian oil” should be the basis of 
‘examination by the International Court of Justice in determining the amount of compensation, 

‘and this stipulation could not be accepted by the Iranian Government forthe reasons already 

Before I define the position of the Irenian Government with regard to oil, T 
tet my dese compatriot that there are two basi reatons why’ the ei Gisputs has ‘oot een 

(1) ‘The British Government's expectations of a few of out fellow countrymen who ha 
‘been protected by thet Government for more than a century in Iran, and who have thrown 
the people of this country into such a deplorable plight that they must satisfy their hunger 
with a loaf of bread and do without any of the amenities of life. The British Government's 


expectation is that these few who have usurped the rights of their compatriots in different 
‘ways under the protection of that Government and who have been treacherous to their own 
‘motherland will restore former conditions were it only in order to protect themselves, and the 
British Government would be able to settle the oil question as it pleases with its proteges. 


compatriots 

First, the Government will try to sell its oil abroad. It has not thus far failed tw make 
‘every effort in that direction, Praise be to God the verdict handed down by the Court of 
Venice looms as a harbinger of the success of the Iranian people and Government in the sale 
‘of oil. There is much hope that hereafter serious purchasers will be found who will want to 
buy Iranian oil. and God willing the Government will be able to proceed with the full 
operation of the Abadan plant as the result of the exportation of oil. 

Second, the door t0 negotiations with the British Government is not closed. At any time 
that the same Government is willing 10 enter into negotiations and to give due consideration to 
the rights of Iran, the Iranian Government will be ready to negotiate. But of course the fact 
that the Iranian Government is prepared to seit the oil question does not preclude the taking 

the Government of other measures to make the present budget of the country independent 
‘of oil revenues 

In the meantime I must point out that in the realm of the economic and financie! affairs 
of the country, although the southern oil revenues have ceased to flow, even though the cost 
ff maintenance of the plant is a heavy charge on the budget of the country, praise be to God, 
the Government has been able to stand on ils own feet. All the factories which hd stopped 
running have resumed operations: the debts of the Government and the salaries of the 
Government employces have been paid on time: the Government has honoured its obliga- 
tions; and in fact, contrary to the predictions of the country's enemies that the Iranian 
Government and peop'e have emerged victorious from their severe test. 

“The enemies of the country want to make it appear that the Government has been remiss 
‘or negligent in settling the oil question. Task my dear compatriots: Are the British proposals 
‘concerning compensation, which is the basis for the settlement of the oll problem, acceptable 
to the Iranian people? 

If the Iranian people consider compensation 2s requested by the British Government 
acceptable, then the Government hax really been remiss in not settling the oil question, If 
it is not acceptable, what then is the Government to be blansed for? 

'Now that the negotiations conducied heve to a certain extent been reported to the Iranian 
nation, I shall clearly express the views of the Government with regard (0 oil; 

(1) In case the former Company agrees to a basis acceptable to Iran for determini 
the amount of compensation claimed and/or states a maximum amount of its claim whic 
‘would appear reasonable to the Iran’an Government, the Iranian Government will agree to 
have the Company's claim for compensation and the Iranian Government's counter-claims 
referred to adjudication by the International Court of Justice 

(2). The Iranian Government is prepared to pay within a minimum period of time any 
amount of compensation that may be deiermined by the International Court of Justice to be 
due to the former Company, out of 25 per cent. of the net revenues and/or by delivery of 
‘crude oil and refined products at a reasonable international price. 

(3) Instead of referring to the International Court of Justice the Iranian Government 
thas been prepared and is prepared to enter into negotiations with the plenipotentiery rep- 
resentatives of the former Company and the British Government for the purpose of setting 
the claims of both parties in an amicable manner. 

This was a report on what has been achieved during the past two years as a result of the 
sacrifices of the people and offers a perspective of the successful stages covered by the 
‘courageous people of Iran in their greatest and most momentous struggle of their history. 

if we have emerged triumphant in this great and holy national struggle and are praised 
by the world for our patience and steadfastness it is because we have acted with unanimity of 
purpose towards final victory and have continuously encouraged and supported the Govern 
ment which has been engaged in a fight against foreigners to preserve our interests. 

“Three years ago even the most optimistic of persons could not imagine the miracle that 
could be worked through unity. He could not discern the secret of our national independence 
and sovereignty. Thanks to our unity, we have overcome innumerable difficulties and have 
driven away the mischievous and crafty opponent who ‘us and ruled over us for 

150 years. We have shown to the world that we stop at nothing in the realisation of our 
national aspirations. A few more steps and we shall echieve final and decisive victory. We 
‘must traverse this short distance with patience and steadfastness. May I take the opportunity 
ars 
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‘once again of thanking all classes of the populetion, and particularly those friends and colla- 
borators who from the very outset and during difficult periods guided our national movement 
and fought for the independence of our country. 

In any living nation which is desirous of freedom of thought and a democratie Govern- 
ment, divergence of views on minor and major issues inevitably occur which in normal times 
assumed the shape of parliamentary, press or party controversies. But at a time when the 
political and economic independence of the country is threatened by an external danger, all 
differences must be set aside and everything should be devoted to the defence of the homeland. 

Divergence of opinion must give way to absolute unity and the whole nation must be 
mobilised to resist the enemy. Once victory has been won, there will be plenty of time to 
attend to other affairs and give vent to divergence of views. Should the enemy penetrste our 
stronghold and sow dissension among us, he will succeed in depriving those who fight for 
ther matonal fights thelr freedom of action and will seriously prejudice and harm our 
sovereign rights, 

‘The fruits of several years of struggle and unity make it incumbent upon us to preserve 
‘our unity. We must always bear in. mind that we are the sons of this land which bas come 
down 19 us as a heritage from our glorious ancestors to the present fighting and self- 
sacrificing generation, 





EP 11338/2 No. 49 
SOVIET-IRANIAN TRADE AGREEMENT 
Sir A. Gascoigne t0 Sir Winston Churchill. (Received June 22) 


(No, I21E. Confidential) Moscow. 
Sir, June 18, 1953. 

U have the honour to report that according 10 a Tass message from Tehran published in 
the Soviet Press on the 13th of June, an agreement has been reached between the Sovict Union 
‘and the Iranian Goveroment for the mutual supplying of goods over the current twelve month 
period. According (o the message under reference. the agreement envisages a considerable 
Increase in trade between the two countries in comparison with the preceding year. and 
includes goods " traditional” in Soviet-tranian trade. 

2. The message states that negotiations took place in Teheran on the 10th of June, 
between M, 1. Kuznetsov, Trade Representative of the USS.R. in fran and the Irani 
Ministry of the National Economy, and that these were followed by an exchange of letters 
between M, Kuznetsov and M, Akhavi, Minister of the National Economy of Iran, which 
ead 0 the mpreement. 

Thave, & 


‘A. GASCOIGNE. 





EP 153/246 No, 50 
PERSIAN COMPULSORY REFUELLING ORDER TO FOREIGN SHIPPING 
Foreign Office to Sir R. Makins (Washingion) 

(No, 2686, Confidential) Foreign Office. 
(Telegraphic) July 2, 1953. 

Your telegram No, 1332 fof June 23]; Persia. 

United States Embassy have shown us a telegram from the United States Embassy in 
Tehran stating that, since the Persian decree seems to be contrary to international maritime 
‘Practice, a protest might be made. 

2. We are anxious to let the other maritime Powers make the running and to play down 
the “stolen” oil angle. We hope, therefore, that you can prevail upon the State Department 
both to protest on their own behalf and to persuate the other maritime Powers principally 
concemed e.g. Norway, Sweden, Denmark, Holland, Germany and Japan, to do likewise. ft 
‘would probably be more elective if we ourselves do not protest for the present. although we 
shall probably do so later for the record. We are, however. ready to press others to protest 
either in support of the United States, or on our own, 

3. A protest can, so far as the States named above are concemed, probably best be 
based on Article 2 of the Statute on Freedom of Transit which is an integral part of the 
Barcelona Convention of April 20, 1921, of which those States, as well as Persia and the 
United Kingdom are signatories. 

4: Please report the State Department's intentions. 

5. My immediately following telegram contains the text of an open letter which the 
A.1.0.C. are seading to all concerned re-tating their attitude towards sales of " stolen” oil 


No. SI 


PUBLICATION OF CORRESPONDENCE BETWEEN PRESIDENT 
EISENHOWER AND Dr. MUSADDIQ 


wo 
Sir R. Makins to Mr. Eden. (Received July 10) 


(No. 1443. Confidential) Washington, 
(Telegraphic) July 9, 1953. 

‘The State Department have informed a member of my staff that following Associated 
Press reports from Tehran dated July 8 of messages exchanged between the President and 
Persizn Prime Minister, the Administration had decided to publish texts at 4,00 p.m. today. 

2, Summary is given in my immediately following telegram. Full text follows by bag. 

3. The State Department explained that, when Ambassador Henderson came home on 
Jeave, he brought with him a sealed message from Dr. Musaddig dated May 28, which he 
hhanded to the President personally. On June 30 a secret and personal reply was telegraphed 
to Tehran and delivered on July 3 by United States Chargé d'AMfaires. When news leaked 
‘on July 8 the Administration proposed to Musaddiq that correspondence should be published 
and Dr. Musaddiq (somewhat reluctantly) agreed. 


e 


Sir R. Makins to Mr. Eden. (Received July 11) 


(No. 1452. Confidential) Washington, 
Telegraphic) July 10, 1958, 

My telegram No. 1444: Persia 

The State Department say that Dr. Musaddiq has now asked for telegrams exchanged 
between him and President-Elect Eisenhower on January 9 and 10 to be made available to 
Press. President left for Texas this morning, soit may be a day or two before his decision can 
be obtained. 

2. Musaddiq’s message of January 9 to Eisenhower congratulates him on his election 
‘and urges him lo give careful consideration to the Persian case, which is expounded at some 
ength. Reply is to effect that Musaddiq’s views will be studied with care and that President 
will be glad (0 receive at any time Musaddiq’s views on any subject of common interest 

3, Reply was sent from Colombia University, New York, and State Department were 
not consulted at the time. 

4. Text of two letters follows by bag. 





EP 1533/289 No, 52 
ITALIAN BARTER DEALS WITH PERSIA 


Foreign Office to Sir V. Mallet (Rome) 


(No, 210. Saving. Confidential) Foreign Office. 
(Telegraphic) July 13, 1983. 
Your telegram No, 361 fof July 31 
‘On July 9 Corrias spoke to Dixon about the Italian desire to allow barter deals of Italian 

Products against Persian oil. He stressed that he was speaking informally and said that he 
‘only wished to draw attention to some of the economic questions involved. It was not for 
‘him to enter into the wider political considerations, on which, as he knew. Dixon had explained 
‘ur position to Signor del Balzo. (My telegram No. 199 Saving lof July 3} refers) 

__ 2. Corrias made two main points. In the first place, oil came under Italian liberalisa- 
tion. “Therefore it hed been necessary to take special measures, discriminatory to Persia, in 
order to keep Persian oil out of Italy. This placed the Italian Government in an embarrassing 
Position with the Persian Government. The Italians frankly were not looking forward to the 
ecting of the standing Italo-Persian Economic Committee. They had put off the meeting to 
‘August but could not delay it beyond that 
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3. Corrias’s second main point (which was also a point made by Signor del Balzo) was 
that the Talian Government were under criticism for expending dollars and sterling for oil 
when they could get Persian oil against Italian products. He frankly thought that the Italian 
Government would not be able to stand out against this kind of pressure. 

4, Corrias pressed Dixon very hard to think of some way which would allow the Italians 
to go ahead with barter deals. He himself thought that, if the Italian Government dissociated 
themselves entirely from these transactions, there could be no political objection on our side. 

5. Dixon said that we continued to see all the objections to this scheme which had 
been mentioned to Signor del Balzo. We could not think of any way round the difficulty 
‘and did not think that there would be much use in spending time on trying to devise one. 





EP 1933/30 No. 53 
JAPAN AND PERSIAN OIL 

a 
Sir N. Roberts to Mr. Shigenobu Shima 


(Confidentialy Tokyo, 
Dear Mr. Shima, July 17, 1953. 


‘Thank you for your confidential lever of the 1Sth July in which you inform me that any 
barter transactions which involve Iranian oil as one of the items to be imported into Japan 
wil not be approved bythe Japanese Government 

‘There bs another aspect of the Idemitsu Company's transictions in Iranian oil to which 
should like to draw your attention. According to the Ministry of Finance, the Idemitsu 
‘Company had dollar allocation of $700,000 for the period October, 1952-March, 1953, and 
‘4 similar allocation for the current half-year, thus giving the Company a total dollar allocation 
of 0000. “The fet coeaigemnen curred on the Nusho Maru consid of 13.228 long 
tons'of motor spirit and 2.732 tons of gas oil. At present day prices. the f.o.b. Persian Gul 
cost of motor spirit is £13 Is. 8d. per long ton and of gas oif £9 Ils. Od, per long ton. ‘The 
{otal value of the first consignment therefore, at present dey market prices is £205,770 18s. 8d. 
or $576,158.61. It was claimed, however, that the amount actually paid by the Idemitsu 
‘Company for the first consignment was only $410,000 thus leaving a balance of $990,000 of 
which. after allowing for commitments in the United States, some $900,000 still remained 
availabe for further purchase of oil from tran. ‘The second consignment from Iran carried 
by the Nissho Maru consisted. of 17,000 long toos of motor spirit and 4,200 long tons of 
{ight oil, On the same basis of calculation the present day cost of this consignment is 
£271,026 13s. 4d. oF $758,874.66; at normal prices £o.b. cost of the wo consignments 
would be, therefore, $1.335,033.27, thus leaving only $64,966.73 available for further pur 
chases, Even if the claim that the first consignment cost only $410,000 is correct, only some 
$231,000 should now be available. Notwithstanding this fact, the Nistko Maru has again 
departed for Iran with the declared intention of picking up yet enother consignment. 

In its nide-mémoire No. 349/EA 3 of the 13th May the Japanese Government 
that" Necessary measures shall be taken to suspend. for the time being, the allocat 
forcign exchange funds after May Ist, 1953, for the importation of oil from Ira 
decleration was welcomed by Her Majesty's Government but it is obvious that this action of 
the Japanese Government will be frustrated and the value of its assurances vitiated if the 
Idemitsu Company is allowed to carry on transactions with Iran at fictitious prices. It may 
‘even be the case that by agreement with the Iranian Government no payment at ail will be 
made to that Government for the time being. in which event the Idemitsu Company cou! 
continue indefinitely to import oil and still elaim that itis acting within the limitations of its 
exchange allocation, 

Tt will be remembered that when Her Majesty's Ambassador called on the Foreign 
Minister on the 4th May last he stated 10 Mr. Okazaki that Her Majesty’s Government would 
Tenet mast unfavourably if a traffic were allowed to develop in Persian oil. There seems to be 
‘real danger that such a traffic will in fact develop if the Idemitsu Company is allowed to 
import Tranian oil indefinitely either without making payment for it, st all events for the 

t. of by paying prices witich are quite fictitious, May I request. therefore, that the 
idemitsu Company be limited in its future purchases of Iranian oil to the dollar amount which 
would have been still available from its total allocation of $1,400,000 had the Company paid 
normal world prices for the first two consignments. Otherwise. as T have said, the Japanese 
Government's intention will be frustrated if not rendered wholly ineffective. 


Yours, etc. 
N.S. ROBERTS. 


EP 1533/355 


Mr. Shima to Sir N. Roberts 
Tokyo, 
Dear Sir Norman, August 15, 1983, 

We have been studying your confidentia! letter of July 17 last (1534/ 145/53) in which 
you stated thet, according to your computation, there should no longer exist in the hand of 
ihe Idemitsa Kossn KK enough dollar fund 10 make further purchases of Iranian oil after 
the second consignment carried by the Nissho Maru and. accordingly. requested, in short, 
that the purchase should stop at the quantity which would normally be bought with 
$1,400,000 at internations} cartel prices. 

T should like to call your attention to the announcement of the Iranian Government made 
‘on April 27, 1953. in which an offer was made for refinery products to Japanese and American 
destinations to be sold f.0.b. Abadan at a price $0 per cent. Jower than the usual rate of similar 
products in the Gulf of Mexico. It seems only natural that the Idemitsu Kosin KK would 
make use of this offer. In fact. I understand negotiat’ons are in progress between the Japanese 
‘company and the National Irenian Oil Co. for further reduction (up to 75 per cent. of cartel 
prices) in the prices of oil purchased and to be purchased by the former. 

‘Consequently, it may be assumed that the number of consignments to be carried by ship 
will be between five and ten, representing the 50 per cent. and 75 per cent. discount respec 
tively. although nothing is yet known of the final result of the above-mentioned negotiations. 
may add in this connection thet, whatever the number of consignments may be, the last 
‘must arrive at a Japanese port by January 15, 1954, which is the time limit put on the im 
tation of goods to be purchased with the last allocation of dollar fund granted to the Idemitsu 
Kosin KK. This, together with the assurance given in my letter of July 15 lost, would mean 
that there will be no more traffic. regular or iregular, of off between Iran and Japan aftr 
January 1Sth next year at the latest. as long as tl jernational situation continues 
as itis 

‘Yours, ete. 
S, SHIMA. 
Special Assistant to the Vice Minister. 


EP 10345/22 No. $4 
TUDEH PARTY ACTIVITIES 
British Embassy Washington) to Eastern Department. (Received August 5) 
(No. 400) Washington, 
July 30, 1953. 
Message from Department of State for the Press, July 28, 1983 


IRAN 


‘Asked about recent reports of the growing strength of the Tudeh Party in Iran, Secretary 
of State John Foster Dulles, at his news conference today, made the following reply : 


‘The growing activities of the illegal Communist Party in Iran and the toleration of those 
activities by the Iranian Government have caused our Government great concern. These 
developments certainly make it more difficult for the United States to grant assistance to Iran. 

No. 55 


COMPULSORY BUNKERS AT ABADAN 
w 


Foreign Office 10 Sir R. Makins (Washington) 


(No. 3072. Confidential) Foreign Office, 
(Telegraphic) July 31, 1953. 

Your telegram No. 1408. Compulsory Bunkers at Abadan. 

United States Embassy here inform us that State Department are disinclined to protest. 
Merchant vessels. they say. are subject to the law of the country in whose territorial waters 
they are: and the Persian decree is not essentially different in this regard from some United 
States regulations (e.g. tonnage-tax. compulsory pilotage), as no discrimination is involved. It 
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appears that their attitude might change should specific United States interests seem 
threatened. As to legality they see little substance in argument drawn from Barcelona Con- 
vention, to which anyhow they are not a party. 

2. Meanwhile after an unsuccessful attempt 10 force bunkers on the Clan Mackenzie, 
1 British vessel on charter to T. J. Stevenson, the Persian authorities have postponed applica- 
tion till August 3, after which minimum of 100 tons per vessel will be compulsory. 

3. We are therefore urging other Governments concerned to make protests without 
waiting for the United States. Our instructions are being repeated to you. 

4, We heve not lost hope that United States will eventually decide to protest, since their 
own Embassy in Tehran has suggested it. and arguments put forward to the contrary are 
unconvincing. What would they do if Pern passed similar decrees obliging visiting ships to 
revictual with Argentine meat? 

$. Please inform State Department of the above and urge them strongly to reconsider 
their decision, in interest both of all maritime Powers and in particular of firm Anglo-United 
States policy vis-a-vis Musaddiq. 


@ 
Sir N, Butler to Mr. Eden. (Received August 11) 


(No, 172. Confidentiab The Hague, 
(Telegraphic) August 11. 1983. 
My telegram No. 169: Persian Oil, 


Official concerned in. Ministry of Foreign Affuits to-day told Stewart that simultaneous 
Protest had been lodged by Netherlands, Swedish, Norwesian and Danish missions in Tehran 
‘on August 9 but that the United States Embassy were still awaiting instructions 


EP 1533/337 o 


Mr. Eden to Mr. Berthoud (Copenhagen) 
(No. 129 Saving. Confidential Foreign Office. 
(Telegraphic) September 1, 1953, 

‘The Hague telegram No, 172 tof August 11} 

In view of the change of Government we do not think it politic to deliver a protest about 
this decree at the moment for it would be unfortunate if our first, even though indirect, com- 
‘munication with the new Government were to be of a litigious kind. We shall therefore wait 
‘a least until We see whether the Persian guthorittes continue to apply the decree, before dec 
ing whether a protest from us would wlll be desirable, 

2. Would you please explain this to the Ministry of Foreign Affairs. who, we hope, will 
understand and appreciate our reasons, 





No. 56 
POLITICAL SITUATION 
cn 


Foreign Office to Sir R. Makins (Washington) 


(No, 3268. Confidentialy Foreign Office. 
(Telegraphic) August 23, 1953. 
‘You should take an carly opportunity of telling the State Department that the recent 
developments in Persia are under active consideration in London with particular reference to 
ity of resumption of Anglo-Persian diplomatic relations and the question of eventual 
settlement of the oil dispute. We should like to have discussions with the State Department 
as soon as we have been able to formulate our ideas. 

2 While we the vital importance of keeping Persia in the anti-Communist 
camp, we should hope that the United Stats wil bear tn mind that any immediate offers of 
economic support to Persia on too large of too long-term a scale might have an adverse effect 
‘on our chances of reaching a settlement in the oil dispute. This in the longer run will be of 
Vital political importance to Zahedi who must demonsirate that he has got the industry 
running again. Caution in this matter would be in line with the policy declared by the 
President in his message of July. 


n 


3._ You should also point out that the re-emergence of the Persian oil question as a live 
issue reinforces our plea for an exchange of information and if possible a common policy on 
Middle East oil as a whole, For instance, the Persian Government and the A.L.O.C, may 
feel less inclined to negotiate a firm sett'ement if it is known that the basis on which the Saudi 
and Iraqi agreements are calculated is about to be altered. Moreover the reintroduction of 
Persian oil to world markets might lead to 3 cutback in production in other Middle East 
countries which, unless carefully co-ordinated by the British and United States oil companies. 
could have serious effects on their relations with local Governments. 


2 
REQUEST BY THE SHAH FOR AMERICAN AID 
Sir R. Makins to Mr. Eden. (Received August 26) 


«No. 1828. Confidentia Washington, 
(Telegraphic) August 25, 1953. 

Your telegram No, 3268: Persia, 

The substance of your telegram under reference was conveyed to Byroade this morning. 
He said that the Shah had already, in the course of ¢ long conversation with the United States 
Ambassador, made an appeal for financial help. The Ambassador was at present trying to 
‘obiain this request in writing, and (partly in order to avoid inconsistency with the President's 
message of July), he would ask the Persians to include a statement of their intention to 
improve their relations with foreign Powers, phrased in such a Way as 10 point (0 
resumption of relations with Her Majesty's Government. 

2. No indication had yet been given to the Persians of the scale on which they might 
expect to receive assistance. The figure the State Department had in mind was 36 million 
dollars a year, in addition to their existing commitments for economic and military aid, which 
‘amount to about 24 million dollars. Byroade thought that this would enable the fiew Govern- 
ment 10 avoid any inimediate crisis without, however, relieving them from the necessity of 
seeking an oil settlement, He hoped that the payments would be made in monthly instalments, 
both because this would give the United Stztes Government some control over the Persian 
‘Government's policy and because if there was an oil settlement they could then stop payment 
before the end of the financial year. 

3. Byroade is anxious to know the results of the study to which you refer in your para- 
raph 1. anid also to have your comments on the State Department's proposels, 

4. He appreciated the force of the argument in your paragraph 3, but regretted that, 
‘owing to temporary shortage of personnel in the department, he might have to delay the 
‘opening of the oll tatks until the immediate problem of aid to Persia had been dealt with, 


re) 
Foreign Office to Sir R. Makins ‘Washington 


(No. 3342. Confidential Foreign Office. 


(Telegraphic) August 28, 1953, 

Your telegram No, 1828 fof August 25): Persia 

We entirely understand and welcome the State Department's wish to provide limited 
funds for immediate stabilisation in Persia, We are anxious however that the Persians should 
not be given the impression thet this will be a regular annual subsidy to continue indefinitely 
Until an oil settlement. This would tend to lessen their desire for a settlement, 

2. We should much prefer therefore that the aid should be a limited sum for immediate 
needs (this need not of course prevent the State Department doling it out in monthly rations) 
Af this is accepted, we wonder whether as much as $36 million is really needed. 

3. _ We should hope that in making an announcement, the State Department would again 
emphasise, without necessarily referring to the President's letier to Musaddiq of July, that a 
Jong-term solution of Persia's difficulties could only be found in an oil settlement. 

4, We should ike to see as s00n as possible what the State Department propose to put 
out. ‘The policy of the common front in Persia mzkes it desirable that we should be able to 
say when the announcement appears that we had been consulted and were fully in agreement 
with the United States decision 
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LETTER FROM GENERAL ZAHEDI TO PRESIDENT EISENHOWER 
DATED AUGUST 26, 1953 


Dear Mr. President, 

| wish to express to you and through you to the American people the appreciation of the 
Iranian Government and people for the aid which the United States has extended Iran during 
recent years. This aid has contributed much to the security of the country and to the raising 
Of its technical elliciency, The assistance which the United States is already rendering Iran, 
helpful as itis, is unfortunately not sullicient in amount and character to tide Iran over the 
financial and economic crisis which I find it to be facing. The treasury is empty: foreign 
exchange resources are exhausted: the national economy is deteriorated. Iran needs 
immediate financial aid to enable it to emerge from a state of economic and financial chaos. 

Iran also requires aid of an economic character to enable it fo carry out programmes 
Which the Government is preparing for developing its agriculture and industry, for exploiting 
its rich mineral resources, for improving its transport and communications, for strengthening 
is leternal a foreign trade, and for ralsing the health elucaion and technical levels of the 

ranian people, 

‘The people of Iran are anxious to have a prosperous, orderly country jv which they can 
‘enjoy higher standards of living and make greater use of their talents and resources. They 
are willing, if given an opportunity, to work hard in order to obtain these objectives, but the 
realisation of their aspirations may be delayed for some time unless they receive technical, 
financial and economic ail trom abroad. hope that the United States will hind it possible 
at this critical moment in Iranian history to come 19 my country’s assistance as it has done 
‘on occasions in the past. 

In conclusion, 1 would like to eniphasise that it is the intention of the new Government 
‘of Iran not only to strengthen the country internally but also to improve its international 
position, The Government desires to maintain friendly relations with the other members of 
the family of nations on a basis of mutual respect. It will pursue a policy of eliminating such 
differences as may exist or which may develop between other countries and itself in a spitit 
of friendliness and in accordance with aecepted principles of international intercourse, 1 
sure that I voice the feelings of the great majority of the people of Iran when I state that Iran 
desires to contribute its share to the maintenance of peace and to the promotion of international 


goodwill 
Please accept, &e. 


EP 1114/5 2 
LETTER FROM PRESIDENT EISENHOWER TO GENERAL ZAHEDI 


Dear Mr. Prime Minister, 

I hove received your letter of August 26 reganding the problems which you face in Iran 
The American people continue to be deeply interested in the independence of Iran and the 
well-being of the Iranian people. We have followed policies in Iran, as in other countries of 
the free world, designed to assist of those countries to bring about economic develop- 
ment which will lead to. higher standards of living and wider horizons in knowledge and 
‘opportunity. Iam gratified that the aid which we have extended has contributed to the 
security of fran and tothe rng ofthe teehnical efficiency ofthe Iranian people. Tam alo 
pleased to have your assurance that your Government desires to maintain friendly relations 
with other members of the family of nations and that it will pursue a policy of eliminating 
such differences as may exist or which may develop with other countries in a spirit of friend- 
Tiness and in accordance with accepted principles of international intercourse, 

In an effort (o assist you in dealing with your immediate problems, I have authorised my 
Ambassador to Iran to consult with you regarding the development of our aid programs there. 
1 recognise that your needs are pressing. Your request will receive our sympathetic 
consideration and I can assure you that we stund ready to assist you in achieving the 
aspirations for your country which you have outlined. 

Please accept, &c. 
DWIGHT EISENHOWER, 





EP 15316/9 No. $8 
UNITED STATES ASSISTANCE FOR PERSIA 

a 
(Communicated by United States Embassy on September 1) 


(Confidential) 
MEMORANDUM 


In.a talk Ambassador Henderson had with Zahedi yesterday. the Ambassador told the 
Prime Minister that he questioned whether any emergency assistance which the United States 
might be able to extend to Iran would be enough to carry Iran further than about April 1* 
if i could carry Iran that long. Consequently, the Ambassador thought that as soon as 
possible consideration should be given to some sort of an oil settlement with the United 
Kingdom in order that there might bs available to Iran for her rehabilitation. programmes 
income from her oil. After pointing out that he was without instructions in this regard and 
had no specific suggestions in mind, the Ambassador said that he thought it might be helpful 
to both the United Kingdom and Iran if some secret explorations could take place in order to 
determine whether one might at least be able to find agreement in principle as to the manner 
in which one could settle the oil problem. The United States Government would find it 
difficult to continue to defend to the people and the Congress of the United States an extension 
‘of economic and financial aid to Iran except on an emergency basis ualess the Iranian Govern- 
‘ment could show itself prepared 10 reach an egreement with the British on the oil problem 
along the lines of accepted: principles of international intercourse, 

Zahedi expressed understanding of the above and stated that he hoped to be able to find 
a settlement of the oil problem which would be mutually fair to the United Kingdom and 
Iran, He pointed out, however, that to move too rapidly on this problem would be suicidal, 
It was his opinion that under conditions of secrecy it might be valuable for both sides to 
earn something about cach other's views concerning a resolution of the oil dispute. He said 
‘hat he understood that the British possessed an innate sense of fairness, Should they be 
willing to accept a solution which in their own hearts they judged fair to Iran and which would 
not involve an. undue burden on the Iranian people. the British would find him receptive, 
Ie was a different matter, however if they tried to drive a hard bargain with him. He hoped 
that both the United States and the United Kingdom would appreciate thot a resentful Iranian 
public would overthrow his Government immediately if he should conclude an agreement 
which they considered betrayed the interests of Iran. Should by some chance hhis Government 
survive for a time after such an agreement some future Goverament would surely disavow it, 

In reply Ambassador Henderson told Zahidi thet he thought that an attempt to reach 
fan agreement should be made just as soon as public opinion could be prepared even if there 
‘were no Majlis in session to ratify it for several months. He pointed out that the early con- 
clusion of an agreement. might result in tension between the United Kingdom and Iran being 
relaxed and that it might even make possible taking the necessary steps 10 prepare the refinery 
{or immediate proxtuction, In this connection the Ambassador stated that he hoped that the 
necessary measure 10 stop anti-British propaganda aver the radio and, in the Iranian press 
would be taken immediately. The continuation of such propaganda was not only embarras 
sing to the United Kingdom but also to.the United States Government and the public of the 
United States would not be receptive regarding extending financial assistance 10. a 
Government which was countenancing propaganda against an ally of the United States. 

Zahedi said that orders forbidding such propaganda against any foreign Government; 
including the Soviet Union, had already been issued. He said such propaganda was stupid, 
He hoped that the Ambassador would not think he was personally anti-British. Although he 
had worked against the British in the early part of the second World War and had been 

iprisoned by them, he harboured no hard feclings. He worked against the British because 
they were associates and allies of the Soviet Union, Iran's most dangerous and implacable 
‘enemy, and not because they were British. An ally of the Soviet Union he considered to be 
‘ipso facto an enemy of Iran and a foe of the Soviet Union. a friend of Iran. He ceased to 
regard the British as enemies when the United Kingdom ceased to be an ally of the Soviet 
Union. It was his desire that relations between the United Kingdom and fran should be 
friendly and in due course he was willing to do whet he could to make this possible, 


* Assumed tent 
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Sir Ri Makins to Mr. Eden. (Received September #) 


(No. 1902. Confidential) Washington, 
(Telegraphic) September 4, 1953. 
Your telegram No. 3425, 


told Dulles today that we welcomed the American decision to give emergency aid to 
Persia but I hoped thet in doing so they would bear in mind that the prosperity of Persia could 
only rest upon an o}) agreement. The important thing at the moment wes not so much the 
amount of the aid but its character, namely that it should be clearly labelled " emergency ” 
‘and not carry any implication of a continuing subsidy. 

2. Dulles said that he hed the point very much in mind. The United States obviously 
‘could not carry the Persian economy for a long period. An 
‘was thinking of bringi 


3 
Sir R. Makins to Mr. Eden. (Received September 5) 


(No. 1917, Confidentia Washington. 
(Telegraphic) September 4, 1953, 

My telegram No. 1902 

The State Department gave us this morning the full text of a statement which will be 
issued by the President at 11 a.m, Washington time on September 5 

"Jn response to a request for urgent assistance from the new Government of Iran, the 
President has made available on an emergency basis 45 million dollars which will be used for 
the immediate economic assistance of Iran in accordance with the procedures of the Foreign 
‘Operations Administration under the Mutual Security Act. This amount is in addition to 
existing United States technical assistance and military programmes in Iran. 

"There ts great need for immediate assistance to restore a measure of stability and 
establish a foundation for’ greater economic development and improvement in the living 
standands for all of the people of Iran. It it hoped that, with our assistance, there will be an 
increase in the. intemal stability of fran which will ullow the development of a healthy 
economy to which an early effective use of Iran's rich resources will contribute ". 

2. When giving us this ext. Byroade said there was no objection from the United States 
point of view to a statement by Her Majesty's Government tm the effect that the matter had 
been discussed with them in edvance and that they were in favour of emergency assistance 
to Persia by the United States Government He did not think it would be wise fo indicate that 
the approval of Her Majesty's Government had been either sought or obtained on the exact 
amount of assistance, since this might be interpreted in Persia ax meaning that Her Majesty's 
Government had dissueded the United States Government from being more generous 
Byronde added that he hoped that the tone of our statement would be sympathetic towards 
the new Persian Government, 





EP 10338) 12 No. $9 
MEMORANDUM ON SOVIETARANIAN RELATIONS 
(Communicated by United States Embassy) 


(Confidentia Sepiember 2, 1953. 

In his talk with Ambassador Henderson on August 31, Prime Minister Zahedi also 
mentioned some developments concerning relations between Iran and the Soviet Union, 
Zahei sated that in reply o a resent enquiry from the Soviet Embassy. he had stated that 
Iran desired normal friendly relations with the Soviet Union. He further replied to the Soviet 
Embassy that such relations were possible provided: (1) the Soviet Union treated Iran as an 
equal and refrained from making open ot impolite threats: (2) the Soviet Union did not 
meddle with the internal affairs of Iran and especially with reference to providing moral or 
material support to the Tudeh and other organisations of a subversive nature; and (3) relations 
between the two countries were maintained on a basis of mutual advantage 


a 


Continuing ‘his talk with Ambassador Henderson, General Zahedi pointed out that 
Razmara and Musaddiq when Prime Ministers had been too flamboyant in their negotiations 
with the Soviet Union on various relstively unimportant matters. He thought that it was 
necessary for Iran to maintain correct relations with its largest neighbour with whom Iran had 
a common border of more than 1,200 miles in length. Consequently, he had ordered the con- 
‘nuance of the trade negotiations with the Soviet Union at appropriate levels" which meant 
between officials in the various interested ministries and the representatives of the Soviet 
Union. If these negotiations. which were proceeding, were successful, Iran would trade with 
the Soviet Union but not with strategic materials. He did not think it was to Iren's interest 
to trade in commodities which would increase the military power of the Soviet Union. 

‘Ambassador Henderson replied that he was sure the United States Government would 
undersiand the Prime Minister's position as outlined above and respect it. The Government 
of the United States certainly did not desire tran to pursue 2 policy which could justifiably 
be considered provocative or unfriendly by the Soviet Union. ‘The Ambassador did remark 
that he thought that previous Iranian iments had erred in thinking jt was to the advan- 

of Iran to endeavour to “ play off the United States and the Soviet Union against each 
‘other, Such attempts were too obvious end resulted only in decreasing the respect of both 
the Soviet Union and the United States for Iranian sincerity. Such tdeties were also resented 
‘in the United States because it conveyed the impression that Iran considered that the United 
States end the Soviet Union had Jike ambitions of un aggressive or at least a selfish nature 
regarding Iran. Intelligent Iranians must know that the United States wanted nothing from 
Iran except that Iran should maintain its independence and improve its economic position 
‘The Prime Minister replied that the Ambassador could be assured that his Government would 
not indulge in any such childish game, 





No. 60 


MEETINGS BETWEEN UNITED STATES GOVERNMENT AND 
UNITED STATES OIL COMPANIES 


a 
Sir R. Makins to Mr. Eden. (Received September 5) 


(Wo. 1924. Confidentia Washington, 
(Telegraphic September 4, 1953, 

‘Your telegram No, 3451. 

Wilkinson of Asiatic has given Petroleum Attaché an account of what transpired at the 
Tecent meetings between representatives of United States Government and the United States 
il companies on the Perstan oil problem. Wilkinson is erossing to London on Tuesday 
September § on company business and will report fully on arrival 

2. The United States Government representatives at the mecting were Bedell Smith and 
Byroade from the State Department and a civilian representative of the Defence Department. 
‘The main international oil companies were all invited together with Alton Jones of Cities 
Service. 


3. Apparently the State Depariment pressed for the formation of an all-American 
‘company to buy out the Anglo-tranian but, according to Wilkinson's reports, the American 
Companies were insistent upon the idea of an Anglo-American Combine, possibly with 
company registration in a third country. The February proposals were apparently not 
mentioned. 

4, ‘The State Department gave the mectings a top secret label and Wilkinson is of the 
‘opinion that they are not likely to approach us for some time. The United States company 
representatives seem to think State Department are aiming at having a detailed proposal 
ready before bringing us in 

's. Petroleum Attaché has heard from two usually reliable and quite distinct sources 
that Nitze will be asked to Jend his services to work on the problem. 

6. Please pass advance copy to Victor Butler, Ministry of Fuel and Power. 


2 
Foreign Office 10 Sir R. Makins (Washington) 


(No, 3479. Confidential Foreign Office. 
‘(Telezraphic) September 5, 1933. 
Your telegram No. 1924, 
1. We are concerned that the State Department should apparently be discussing with 
United States oil companies plans which are so different from the joint proposals without 
awaiting our views. 
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2. We think i¢ urgent t0 tell you something of ovr thinking’ on the 
follows. While we recognise that other solutions have been or could be put 
both more material gain to Persia and more effective protection for our own interests, we 
that negotiations must take the February proposals as their point of departure, since the 
Persians would, we imagine, have the greatest ailficulty in accepting anything which took less 
‘account of the Persian Nationalisation Laws, Provided. however, that the principles which 
guided us in framing the February proposals—the payment to A.LOLC. of (air compensation 
and the withholding from the Persians of beaefits not received by their lawsbiding neighbours 
—were safeguarded, we should be ready to consider eny mixltication to those proposals which 
the Persians might suggest. Nor do we exclude the possibilty that Zahedi may himself be 
Jed to request, either during the negotiations or after a seitlement on the February basis, 
arrangements (0 ensure the more efficient uperetion of the industry by introducing foreign 
managers of technici2ns, We should be very ready to consider such a request, 

3. We are about to submit a paper on these lines to Ministers and hope to telegra 
{formal instructions next week. - 

4, Meanwhile we must maintain the fullest reservations about any proposa's of the type 
mentioned in parzgraph 3 of your under reference. Apart {rom Persian objections 
to foreign management, the buying-out of A.1.O.C. by other oil companies (part 
States) would have serious political implications here, See the Chancellor's letter 
to Mr. Humpbrey, on whose plan the present proposals scem based, 

5. We leave it to you to decide whether on the basis of this telegram to say enything 
the State Department in anticipation of your instructions in the hope that they will keep an 
open mind meanwhile. 


Foreign Office 10 Sir R, Makins (Washington) 


«No, 3530. Confidential Foreign Office. 
(Telegraphic) September 10, 1983. 

My telegram No. 3479. Paragraph 3 lof September Si 

My immediate following telegram contains the text of a memorandum which you should. 
hand to the State Department as soon as possible. 

2. Ibis broadly drafted and does not scem to require any supplementary instructions. 
“There however ove potot which for tactal reasons hfe we have ceed Le. tat wo regard 
the proposal to rele he tue of conpamntion to impartial erbcation an pert of tbe 

substance in ragraph 8(b) of my immediately following telegrat 
and this incapable of vaaton, om pie age . 


seu) tbe State Depreent aie this question, you shooks make ie clear that thi a ovr 


UNITED KINGDOM PROPOSALS FOR A SETTLEMENT OF THE 
OIL PROBLEM 


Foreign Office 10 Sir R. Makins (Washington) 


(No. 3531. Confidential) Foreign Office 
(Telegraphic) September 10, 1953. 

My immediate preceding telegram, 

Following is text: 

Her Majesty's Government are anxious that General Zahedi should be enabled to 
estableth Bs postion and they recognise the imporiance of the contribution to this which 
would be made by a settlement of the oil question, 

2. Her Majesty’s Government consider that any discussions with him should start from 
the Joint Proposals of February 1953. It is true that these were only made as a last resort. 
‘when many other possible solutions had been tried and failed: and that other solutions (e.g of 
the type earlier rejected by Musaddig) would be of more economic advantage to Persia and 
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more acceptable to Her Majesty's Government. But in the absence of evidence to the contrary 
‘we must assume that General Zahedi would be unable at the moment, to accept anything 
{aking less account than did the Joint Proposals of the Persian Nationalisation Laws. 


3. Any settlement to be acceptable to Her Majesty's Government must, in the interests 
of Britain and of other countries whose nationals own oil concessions in foreign countries, 
ensure 

(@) that the A.1.0.C. should receive fair compensation for the loss of their enterprise in 


(6) that Persia does not do better than her neighbours out of her oil. 
In addition Her Majesty's Government regard it as essential that a Persian settlement 
should not do substantial damage to the United Kingdom's balance of peyments. 


4. The February Proposals contemplate these as our minimum requirements and thus 
represent Her Majesty's Government's ultimate concessions. They were also prepared with 
{great care and so designed as to be palatable to Persian opinion as Musaddiq represented it 
{o be: and although they failed to secure his acquiescence, too much should not be made of 
this failure, since there is reason to believe that Musaddiq was in fact not really desirous of 
reaching any selt/ement of the dispute at all. 


5. If, therefore, as seems likely. General Zahedi canot start negotiations on any other 
basis than the Joint Proposals, the latter still represent the best chance of securing agreement. 

6. Her Majesty's Government are prepared to consider variations of detail and form in 
the Joint Proposals, but cannot usefully do so unt they have some indication of what General 
Zahedi belioves himself eble to sell to Persian opinion: and they feel strongly that to take 
the initiative in offering variations might give him the false impression that they are prepared 
to make modifications of substance which would be inconsistent with their minimum require- 
‘ments as set out in paragraph 3 above. 

7. Her Majesty's Government understand that the Persian Government see the best hope 
of a settlement in highly secret negotiations. The Persians, they believe, are anxious also to 
‘avoid moving too fast and to have a thorough discussion of all the issues involved. Her 
Majesty's Government welcome these views and consider that their objects can best be secured 
by the resumption of direct contact between themselves and the Persisn Government, either 
through diplomatic channels or otherwise. They would of course hope that the United States 
Goverment would associate themselves with these negotiations. 

8. In the actual negotiations, Her Majesty's Government would propose to be guided 
by the following: — 

(a) Her Majesty's Government are anxious to co-operate with General Zahedi in finding 

‘an equitable solution to the dispute. 

{b) If General Zahedi wishes to start on the busis of the Joint Proposals, they would be 
ready to consider any modifications in their presentation which General Zahedi 
thought would make them more palatable to Persian opinion, although their sub- 
stance, embodying as it does Her Majesty's Goverament's ultimate concession 
‘would not be capable of variation. 

(©) It, on the other hand, he considers that a more acceptable solution from the Persian 
‘point of view could be evolved from one or more of the proposals put to Musaddiq 
before February 1953, Her Majesty's Government would be equally ready 10 
consider his suggestions. But it would be important that the Persian Government 
should make the first suggestion on the form that any new agreement might take. 

(a) If the Persian Government wished. Her Majesty's Government would be willing t0 
consider an interim arrangement which might make possible an eatly resumption 
Of oil exports and revenue without waiting for the full formulation of a permanent 
{ettlement. Such an interim arrangement would have to include suitable provision 
for an Escrow account to give effect to the principle of compensation, and to 
be so designed as to safeguard the principle stated at Jb) above. It would be 
essential also that the provisions of the interim arrangement should be such as 
to reserve the legal position of the parties pending the final settlement. 

9. Her Majesty's Government would be grateful to learn the United States Government's 

‘views on the proposed approach to the Persian Government and in particular 

(a) Whether the United States Government would still be prepared to play the part 
assigned to them by the Joint Proposals of February 1953 : 

(b) Whether they or Mr. Henderson are in a position to assess, without making enquiries 
‘ot General Zahedi te lattes probable response to an approach on the lines of 


yragraph 8 above: and also which of the three courses therein contemplated is 
Fitely 10 be least distasteful to Persian opinion : 

(c) Whether they agree with Her Majesty's Government that General Zahedi should be 
‘informed at an appropriate moment of their views on the method of negotiation 
‘a8 set out in paragraph 7 above: and how much if any of the views of Het 
Majesty's Government 25 set out in paragraph 8 could usefully be communicated 
to him before negotiations begin. 
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Sir R, Makins to Mr. Eden, (Received September 12) 


(No, 1961. Confidential) Washington, 
(Telegraphic) September I, 1953. 

Your telegrams Nos. 3530 and 3531, 

1 gave the memorandum to Bedell Smith this afternoon. He said he would study it. He 
went on to say that in his view there were two stages in this affair. The first was a 
settlement between the United Kingdom and Persia and the second was an zgreement about 
the absorption of Persian oil info the world oil market between the principal oil companies. 
‘AS regards the first. his position was that this was an affair for us and he was not going 10 
ppresch to us what we should do. Nor did the State Department wish to butt in on the nego- 
tiations. But he now thought that this part of the it be easier than the second. 
He had had some meetings with the heads of the big oil companies in the United States and, 
‘while they all agreed that there should be some cutback in production to make room for 
Persien oil, they were pretty hard faced when it eame down to any details. 

2. T said he wou'd see that the memorandum in fact contained an invitation to the 
United States Administration to associate themselves with the negotiations. I thought he 
‘would find the memorandum both open minded and flexible, and he would see that we were 
asking the views of Loy Henderson and the State Department on its contents 

3. Bedell Smith then said that the State Department had acquired the services of Mr. 
Herbert Hoover, Jr. to assist them, particularly in the second pact of the problem. Mr. 
Hoover had made it a condition that he should not be thwarted by the Department of Justice 
fon the Anti-Trust side, 

4, Counsellor also saw Byroade todzy and gave him a copy of the memorandum. 
Byroade made some personal comments which you may find of interest and which are 
contained in my immediately following telegram. 


@ 


ANGLO-AMERICAN SUGGESTIONS FOR A SOLUTION OF THE 
OIL PROBLEM 


Sir R. Makins to Mr. Eden. (Received September 12) 
(No. 1962. Confidential) Washingron, 
(Telegraphic) September 11, 1953. 

‘My Immediately precedting telegram. 

‘At first sight Byroade thought that there was much to be said for your plan of trying 10 
make the Persians show their hand first, He said, however. that he understood from the 
United States oil companies that the AJLO.C. were interested in the idea of a syndicate, 
including Shell and certain American interests, to take over the Persian concession. 
Personally, he was inclined to agree that a proposal of this kind, which appeared to involve 
‘operations on Persian territory by a foreign company, would not be acceptable to the Persian 
Government 

2. ;Byroade saw one grave obsace 1o the use of the February proposals as a basis for 
negotistion now. This was that the United States Government. having already made an 
‘emergency grant of 45 million dollars to Persia and being short of cash generally. would no 
longer be in a position to make the advance payment of 130 million dollars. For this reason 
hhe was attracted by the suggestion that there might be an interim agreement under which 
the oil could begin to flow again in advance of a permanent seltlement. 

3. He asked whether we had any suggestion as to where and at what level the secret 
negotiation suggested in paragraph 7 of your telegrem No. 3531 should take place. He 
expressed douse whether the Perdans had’An oll expert in whom they would have suficicnt 
‘confidence for him to negotiate effectively away from Teheran. 

4, Byroude said that the State Department would make the enquiries requested in para- 
graph 9(b) and (c) of your telegram under reference. Meanwhile his observations shou'd be 
treated as first thoughts only. The Stale Department would not be in a position to take 
decisions until Hoover, who was coming into the Office for the firs time today. had been ble 
to study the problem thoroughly. 

5. Byroade then said that it would be necessary to tell the press something about 
Hoover's appointment. The press would. in any case, find out what he was doing and it 
‘might be simplest to say at once that he had been engaged to study the Persian oi problem. 
Tt wes suggested to Byroade that it might be more prudent to say that Hoover was studying 
problems connected with Middle East oil. He was told that your views on this would be 
obtained ax quickly as possible. He said he would try to hold up an announcement mean- 
while but was not certain that he could do this. 





EP 1151/24 No. 6! 


CONVERSATION BETWEEN THE ACTING SECRETARY OF STATE AND 
‘THE UNITED STATES AMBASSADOR ON SEPTEMBER 14, 1953 


‘The Supply of Rails from the United Kingdom for Persian Railways 
The Marquess of Salisbury to Sir R. Makins (Washington) 


«No, 959. Confidential) Foreign Office, 
Sir, September I4, 1953, 

In conversation this afternoon the American Ambassedor raised one comparatively 
imited point with regard to Persia. He said that his Government had received from the 
‘American Ambassador in Persia a message emanating from the new Persian Government with 
Tegard fo 2 consignment of rails which had been ordered in Britain by Persia in the days before 
the breaking off of diplomatic relations between the two countries. The Persians were very 
anxious that these rails should now be delivered. The earlier consignments had already 
reached them before the breaking off of relations and also a number of bolts, spikes, &c. But 
this last consignment of reils was necessary before they eould begin operations on the railway. 
‘which I understood was to run between Mainch and Maragheh. 

2. Told the Ambassador that 1 would look into this matter at once. This was just 
the sort of assistance which I thought we might be able to give to the new Persian Government 
and which would be a positive example of improved Ango-Persien relations. 

3. 1 am sending copies of this despatch to the Head of the British Middle East. Office 
‘and io the Development Division of the B.M.E.O. ee 

am, &e. 


SALISBURY. 





EP 15316/32 No. 62 


CONVERSATION BETWEEN GENERAL ZAHEDI AND 
AMBASSADOR HENDERSON 


‘Communicated hy United Srates Embassy on September 18) 


éConfidential) 

‘On the evening of September 14th, Ambassador Henderson had a brief conversation with 
Prime Minister Zahedi concerning the oil problem. According to the Ambassedor, it was 
apparent from the conversation that Zahedi had not had a chance as yet to give serious con- 
sideration to this problem. Although he seemed to apprecicte the fact that the demand for 
il now was not whet it Was in 1951, he seemed quite uninformed as far as details were 
‘concerned 

2. The Prime Minister stated that he had discontinued oil sales at a discount as such 
sales represented a financial loss especially when at the same time a certain percentage of the 
sales wes being set aside for compensation. Furthermore, a continuance of the practice might 
make more difficult the marketing of Iranian oil at world prices in the future. 

3. He asked the Ambassador if the latter had any information as to (1) the channels 
through which the United Kingdom would like to negotiate; anid (2 the type of settlement 
accepiable to the United Kingdom. He wondered if Anglo-Iranian as a goodwill gesture 
would be willing to advance the £49 million which he understood Anglo-Iranian admitted as 
‘owing to Tran. Ambassador Henenion replied that such a payment was out of the question 

the Prime Minister's information was based on the deceptive propaganda of the Musaddiq 
Government end that it would be most unfortunate if his Government should raise issues 9s 
unrealistic as those developed by Musiq,” The Ambasador explained to Zahedi the 
spurious reasoning by which the Mosaddiq Government had concluded that fran was owed 
£49 million by Anglo-tranian, 

4. The Ambassador went on to say that as yet he had no idea as to the type of settlement 
which the United Kingdom would accept. He thought that the British were currently studying 
{the question in the light of the new situation. ‘The Ambassador then mentioned the February 
20 proposals, pointing out that they were based on the situation prevailing at the time. He 
did not know whether the Is still held good or whether they were still considered by 
the United Kingdom and the United States as the best method of rezching a settlement under 
present conditions. ‘The Ambassador explained United States Government involvement in 
the proposals as resulting from the United States Government's offer to purchase, under 
certain conditions, quantities of oil and to make an advance payment should. the United 
Kingdom's offer regarding compensation be agreed to, In reply to a question by the 
Ambassador. Prime Minister Zahedi said he had not had time to study the February proposals 
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yet. It had been difficult to compile the documents as apparently the originals 
Tareet i Mascdoege ets He teeter i aatessety esis eg. seacteee 
explain the proposals to him in detail, The Ambassador replied that he would be quite happy 
to do so provided the Prime Minister appreciated that be was not negotiating but only 
exptaining what had taken place in order to enrich the Prime Minister's background. It was 
quite possible that from the point of view of the Iranian Government, which he knew was 
most anxious to sell its oil, that the proposals might be deficient in that they did not provide 
4 definitive plan for resuming immediately the sales of Iranian oil in substantial amounts 
a Be aay Meret’ inet at — the compensation issue. This the 
lor was because Musaddiq apparently was i 
Aetneneture a ee ee ee 
5. The Ambassador sad that although he did not know as yet what channels the United 
Kingdom would prefer to use in the negotiations, he had the impression that in the past the 
British had considered direct negotiations the most effective way. This was quite natural 
as direct negotiations might well result in a speedier settlement than those handled by inter- 
Re a ae eee personal opinion that the channes which bad been 
mi ‘easier but none f i 
emoye io te pas ‘would like to utilise channels 
6. He said he assumed that it was understood that it would be difficu't for his Govern- 
‘ment fo negotiate outside the framework of the Iranian 9-point Nationalisation Law. The 
‘Ambassador told Zahedi that in any event the latter should lose no time in studying the oil 
problem preparatory to the commencement of negotiation and voiced the hope that as 
advisers Zahedi would use realistic technicians rather than theoretic dreamers and politicians. 
‘The Ambassador also pointed out that although the settlement of the compensation issue was 
primarily political in scope. any settlement which involved substantial sales of Iranian oil 
‘would have to be on a commercial basis. ‘The oil companies who were in a position to dis- 
tribute Iranian oil in targe quantities could not be expected 10 pay more for it than oil 
btamable in petit quantes euewhere. Zahedi replied that although be undentood 
. would not be easy to jranian people understand in 
‘the propaganda in Tran over the past two years. ns 
7. The subjects of the jon of diplomatic reletions with the United Kingdom was 
not raised by the Prime Minister during the conversation and the Ambassador considered it 
inopportune to bring it up himself. The Ambassador did, however, mention it to the Prime 
Minister's son when the latter was escorting him to the car, The son thought that his father 
still considered that it would be preferable to wait until it was apparent from conversations or 
feces tha an oll setlement could speedy be reached. He didnot think; however his father 
views on tem ‘would be inf i it 
bl Ean eve on probably bee influenced by British thinking com 





EP 1015/242 No. 63 
SHAH'S CONCERN AT THE WEAKNESS OF THE NEW GOVERNMENT 
(Communicated by United States Embassy on September 22, 1953) 


1. Ambassador Henderson had a ninety minute talk with the Shah on the morning of 
September 18. ‘The Shah said he was concemed at the growing number of complaints con- 
‘cerning the new Government. The complaints seemed to centre for the most part on the 
‘weakness of various members of the Cabinet and the appointment in key posts of men who 
hhad previously proved themselves incapable or dishonest. The most recent complaints were 
that incompetent and dishooest people were being retained and even introduced into the 
Ministry of Justice, The army hed also been weakened by Zahedi’s bringing back into active 
service retired, corrupt and incompetent officers. He had warned Zahedi on several occasions 

concerning this but the latter apparently had paid no heed to his warnings. 
2, The Ambassador that he found the Shah's remarks disheartening 2s he was 
conviteed that both the Shah and the Prime Minister were wellinentioned and desired to 
being frank with one another. He 


3. The Ambassador informed the Shab that there were various rumours in Tebran that 
‘the Shah and Zahedi were not in agreement concerning the army. Some people were saying 
that Zahedi was taking actions with regard to the army without consulting the Shah, while 
‘other people were saying that the Shah was issuing instructions direct to the Chief of Steff 
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without consulting Zahedi. This sort of situation was one which the Tudeh and other enemics 
‘of both the Shah and Zahedi would delight. ‘The Shah said that if the Prime Minister would 
realise that he had nothing to do with the army there would be no differences. | Zahedi 
‘pparently found it difficult to remember that as « Prime Minister he was a civilian and not an 
army officer. The Shah was quite prepared to listen to anything Zahedi might say personally 
‘and confidentially concerning the army. but was not willing to permit the Prime Minister to 
sive advice openly. 

4. The Ambassador pointed out that in the present delicate situation, the political 
‘stability of the country might well be affected by changes in the army's high-ranking personnel 
of organisation. The Shah consequently should make no such changes without at least 
{informing the Prime Minister in advance. The Shah replied he was willing to do this but was 
not to promise to refrain from any action with regard to the military simp'y because 
the Prime Minister objected. As Commander in Chief of the Army he could give orders to 
the Chief of Stalf without going through the Prime Minister. ‘The Prime Minister on the other 
hhand could not give orders to the Chicf of Stall without going through the Minister of Defence 
who would have the opportunity of consulting the Shah before conveying such orders. The 
‘Ambassador suggested that in general orders of importance from the Shah should be 
channelled through the Prime Minister and Minister of Defence to the Chief of Staff, us other- 
wise the Prime Minister and Minister of Defence might have no knowledge of certain 
Gevelopments for which they should be prepared. ‘The Shsh repeated that he intended to 
{inform the Prime Minister in advance of any important instructions he intended to give to the 
Chict of Staff, but he did not indicate willingness to send his instructions through the Prime 
Minister. 

$. According to the Shah, another criticism of Zabedi’s Government was that it was 
doing nothing to reduce unemployment or to develop the country economically. The Ambas- 
‘Sador said he thought such criticism unfair and then expleined some of the financial difficulties 
which the Government had to face. The Government had not only inherited bankruptcy. but 
in inflexible fiscal system which hampered its activity. ‘The Shah said he realised the 
Griticism was unfair but none the less he was concerned about it, He considered the 
Government partly to blame in that it had been very ineffective jn making known to the 
Iranian public its difficulties. 

6. In reply to a question from the Shah, the Ambassador said he had not been pressing 
for early elections but had. pointed out to the Prins Minister difficulties which Iran might 
‘encounter should there be no Majlis by March 1. ‘The Shar said he thought it might be 
Gangerous to hold elections before the Government had undertaken a development programme 
‘of wide impact to convince the people it intended to assist them, not by promises but by acts 
‘The Ambassador replied that the Government was not in possession of sulficient funds to 
implement such a programme and probably would not have such funds until an olf settlement 
wwas reached and there were a Majlis to ratify it and to approve any loans. 

7. The Shah replied that if the United States were more interested in saving fran from 
communism than in achieving a settlement of the oil controversy he could see no reason why 
Sdditional credits could not be granted by the United States Congress in January in order 
that a public works programme could be undertaken in Tran before elections were held: He 
Wondered if the United States wanted an oi settlement at the expense of Iran's independence. 
‘The Ambassador replied that he thought if there were no oil settlement, Iran would probably 
ose its independence anyway. It seemed to him quite beyond the realm of possibility that 
Congress Would grant more credits to Tran unless an oil settlement were reached or at least 
in prospect. The American public would not permit Congress to take such action, In 
‘addition, British public opinion wou'd be incensed and would bring pressure to bear on the 
Government of the United Kingdom, ‘The Shah knew as well as he that should the United 
Sutes and the United Kingdom work at cross purposes in Tran, the Russians would have a 
Glear field. ‘The Shah agreed but expressed the feat that free elections without an economic 
Gevelopment programme would bring back to the Majlis many rabblerousers and 
{rresponsibles would bring the operation of the Government to a standstill “The Shah thought 
that ia the circumstances it might be safer to have “ supervised" elections. The Ambassador 
Said that the Shah and the Government were in a better position to judge in this respect 
than he was. He did venture the remark, however, that if the Shah felt elections, should be 
‘supervised, the aim sbould be to fill the Majlis with intelligent, loyal and. patriotic Iranians 
who possessed qualities of leadership rather than second raters. The Shah said. he fully 

‘but before elections could be held on this basis it was necessary for Zahedi to weed 
‘Out doubtful members from his Cabinet and advisers in several ministries. The most 
important siep, however, Was 10 strengthen immediately the morale and equipment of the 
amy, : 
'&. Then with great earnestness the Shah pointed out the nods of the ermy. He sald 
that the financial situation of army personnel, particularly non-commissioned officers and 
‘commissioned officers up to the rank of captain was unbearable and consequently he had 
fen forced to promise them better housing conditions and increases in salary. He could not 
be sure of army morale until this had been done. With army morale intact, he thought the 
Government wauld be safe even if it were impossible to institute the economic programmes he 
decred. With a loysl army he would not hesitate, in the event that supervised elections 
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should fail to produce a “ good Maj!is ™. fo disapprove the Majlis end exercise 3 dictatorship 
until impact programmes would prepare an atmosphere conducive to 2 second round of 
elections, He hoped the Government of the United States appreciated the importance of a 
Joyal army to Tran in the present difficult circumstances. 

9, Ina general discussion on Iran’s economic situation, Ambassador Henderson told 
the Shah that he thought Iran’s best financial brains should be used in working out Iran’s 
financial difficulties. In response to a question by the Ambassador. the Shch said he bad 
urged Zahedi to bring Ebtchaj back but the Prime Minister had apparently done nothing to 
effect Ebtchaj’s return as yet. He thought Ebtehaj a much more capable and trustworthy man 
thon the present Minister of Finance. 

10. In returning wo the Majlis problem, the Ambassador said that it seemed (0 him that 
in the near future it would be necessary 10 pass legislation concerning the oil settlement, 
concerning the reform of the fiscal and taxation system, concerning possible loans, etc. With 
regard to loans, the Shah replied that severe! European countries had indicated willingness 
to advance substantial sums to Iran on a loan basis. Credits to the extent of even $200 
million had been mentioned by German bankers and industrialists. Interest had also been 
shown by Jepan in furnishing credit in return for future oil deliveries. 

1. The Ambassador replied he was sure that any credits which Japan and European 
countries were prepared to offer Iran wer based on an assumption that an_oil sett’ement 
would be reached. Iran should not build up any false hopes as it was inconceivable that any 
responsible group of foreign business men would make loans or make substantial investments 
in Tan as Song as the present abnormal situation persed. Iran's international credit was 
worthless in the absence of 2n oil settlement. It would. be a great tragedy if Iran should 
erroneously deeide that it could play one group of business men in the free world against 
another in the absence of an oil settlement, Consequently, he should bring ail his influence to 
bear to effect at the earliest possible moment a settlement of an oil agreement. 

12. In reply to a question from the Shah, the Ambassador szid he did not have any 
ideas as yet ax to What would be necessary to effect a settlement of the oil problem. He was 
sure tha ran would fad the United Kingdom fll of yood wil and anxious to each sie 
cot that was fair to both countries. It could not be expected, however. that the United 
Kingdom would sacrifice principles on which international intercourse must be based in order 
to reach a settlement. The Shah wondered whether it would be preferable to reestablish 
Aiplomaie relations with the United Kingdom before reaching an ol setlement It was his 
pevsnal opinion that the ol settlement ‘come first, ‘The Ambassador said be did not 

‘now what the British attitude on this point was but he thought dip‘omatic relations should 
be resumed and an oil settlement effected without delay. 





No, 64 
DESIRE BY THE SHAH TO RESUME NEGOTIATIONS 
Sir G. Jebb to Mr. Eden. (Received September 26) 


(No, 807, Confidential New York, 
(Telegraphic) September 25. 1953. 

Your telegram No, 871. 

Following from Minister of State. 

Thad a talk with Entezam today. He said that the Shab and Persian Prime Minister had 
asked him to have a talk with me about the resumption of negotiations. The Shah wished 
hhim to assure me of his deep desire for friendly relations again and that he would do all he 
‘could to help. 

2. [told him of our keen interest in the success of the new Government in stabilising 
‘conditions and that we too are most anxious to restore the o!d friendship between our two 
‘countries. Tasked how things were developing and whether he thought the new Government 
were firmly in the saddle. He said emphatically that there was no question of the Goverament 
being overthrown, and that they had the situation firmly under control. 

3. Eniezam said that the Shah had particularly 2sked him to impress on me the fact 
that their looking to the United States for immediate financial aid was in no way intended 10 
drive a wedge between the United States and ourselves. He went on to imply that Persia 
‘would much rather deal with us direct and not have the United States as an intermediary. 

4. Draised the question of the resumption of normal diplomatic relations in a tentative 
way znd asked him at what stage he thought it would be most he'pful. He said that of course 
there would have to be a fall resumption of normal relations before any oil agreement could 
be signed. It would however be rather difficult for them to resume retations before any talks 
all had taken ple, though he quite appreciated the convenience of having normal methods 

‘communication 
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5, asked what procedure he had in mind for getting the talks going. He said that the 
‘Shah and the Prime Minister had thought of the fol'owing places: New York, Weshington, 
Geneva, New Delhi and Paris. They did not like the idea of doing it in the United States (I 
suspect this is partly because Entezam himself does not want to deal with the details). They 
thought Geneva would be too public. One reason why they had considered New Delhi was 
becouse Middleton was there in whom they had great confidence. I said it would be dificult 
to have India as the mediator in every dispute in the world, moreover, Pakistan, Persia's 
neighbour was rather jealous of India’s position, Entezam said that precisely the ssme con- 
siderations had been mentioned by the Shah. Accordingly they had come to the coniclusion 
that Paris would be far the best place. The Persian Ambassador Designate for Paris was Rais 
who had been Ambassador in London and Foreign Minister and was very suitable. I said 
tthe company would have to be in close touch with any negotiations and for that reason 

1 109 thought Paris would be conveniently near to London. 

6, Tasked Entezam how soon he thought that we should try to startin this way provided 
that Her Majesty's Government agreed. He replied that be thought in about a month, 1 
impressed on him that from my point of view this was a very tentative conversation and that 
T would have to communicate with you before saying anything definite He said thet he 
proposed to write to his Prime Minister reporting our talk. 1 said L would consult you and try 
to talk to him again soon so that he could cable your views on these suggestions. We did not 
discuss the possible types of seitlement at all. I said that. supposing you agreed to the above, 
it might be that he and I could carry matters a litte further before the informal talks began. 

7. L kept open the possibility that we might wish for the resumption of diplomatic 
relations before detailed negotiations. My own view however is that it would be better at 
all events to begin in the way suggested particularly as the initiative has come from them. 

8, shoul like your views soon I believe tat speed at shi tage on this Limited point 
is advisable. 





No. 65 
AMERICAN VIEWS ON THE FUTURE OF THE OIL DISPUTE 
‘Sir R. Makins to Mr, Eden. (Received September 26) 


«No. 2030. Confidential) Washingion, 
(Telegraphic September 25, 1953. 
Your telegram No. 3704, 
Butler accompanied by Becley and Beckett, met Byroade and Hoover this afternoon, 


2. The Americans said they had no specific proposal to put forward as a basis for setile- 
ment, The consideration they had so far given to the problem hid led them to the following 
tentative conclusios 

(a) That, primarily for reasons of internal Persian polities, a settlement should be sought 
with as little delay as possible; 

(That the February proposals were open to erous objections. On the one hand i 
seemed likely that the arbitration formula, involving as it did compensation for 
future profits. would be as unacceptable to the new Persian Government as to 
Musacidig, On the other hand Persia would, alter the end of the 20 year period, 
be doing beter than het neighbours out of er ol. A setleent on these lines 
\would therefore imperil the other concessions in the Middle East and elsewhere, 
and Hoover expressed the view that, for this reason, we should exhaust every 
‘other possibility before falling back on the February proposals : 

(c) That it was difficult to see how the 50/0 principle could be applied 10 Persia except 
bby means of arrangements for the operation of the industry on Persian territory 
which would, in fact. amount to a new concession, however it might be 
czmouflaged fo make it acceptable to Persian public opinion. Some doubt was 
expressed as to whether this was practicable, and it was agreed that both sides 
would examine the Persian Nationalisation Law again before the next meeting. 

3. Your telegram No. 3709 did not arrive until after the meeting. We will meke these 
points at our second meeting tomorrow morning, 




















No. 66 
PROPOSALS FOR A SYNDICATE TO MARKET PERSIAN OIL 
Sir R. Makins 10 Mr. Eden. (Received September 26) 


(No, 2036. Confidential Washington, 
Telegraphic) September 26, 1953. 

Your telegram No, 3709. 

‘The Americans opened the second meeting this morning by showing us a telegram from 
Henderson in answer to a request for his views on the proposal that a syndicate should be 
formed both to market Persizn oil and to operate the oil industry in Persia. The telegram, a 
copy of which follows by bag, is a powerful argument against any proposal of this kind. 

2. ‘The Americans admitted that Henderson's opinion was an important new factor in 
their consideration of the problem. ‘They still thought, however. that there would be advan- 
tages in working out the syndicate proposal in greater detail. and Butler is meeting Hoover 
this afternoon for this purpose. 

3. We then informed them of the views stated in your telegram under reference. They 
agreed that it would be premature for Henderson to discuss the February proposals with 
Zahedi. and in fact had already instructed him to avoid being drawn into a discussion of this 
kkind if possible. They are toying with the idea of sending Hoover to Persia on an explonitory 
‘mission, and would be glad to have your comments on this possibility. He would not attempt 
{o negotiate with the Persian Government. His objects wou'd be: 

(a) to explain to the Persians some of the background. with particular reference to the 

marketing of the oil and the attitude of the companies to this problem : and 

(B) to form an assessment of the political situation and the limits which it imposes on the 

type of solution we could usefully propose. 


{n view of the probable delay in restoring diplomatic relations between Periz and the 
United Kingdom, and the importance of beginning to educate Zahedi and his advisers before 
their ideas crystallise, there would seem to be substantial advantages in a visit of this kind 

4. Byronde expressed the opinion thet the existing arbitration formula would not be 
acceptable 10 the new Persian Government. He pointed out that it had been drafted in order 
10 counter public statements from Musaddig to the effect that compensation could only be 
awarded for the los of physical assets, Since Zahedi had not made any such claim, be 
thought we should be sufficiently safeguarded if the court were simply asked to award 
‘compensation to the company foF losses resulting from the Persian Nationalisation Law. If 
We insist on the terms of the February formula, Byroade believes that it wil be necessary to 
‘abandon the February proposals and make a new approzch to the problem. 





No. 67 
PROPOSALS FOR AN INTERIM SETTLEMENT 
o 
Sir R. Making, (Received October 1) 


(No, 2067. Contidential) Washington. 
(Telegraphic) September 30, 1953. 

My telegram No, 2036, 

A third meeting was held this afternoon. at which we agreed to submit to you proposals 
for an interim seitlement which are briefly outlined below and which will be more fully 
explained ina letter which Butler is sending Maud by bag. amplifying his letter of 
September 29. 

2. ‘The proposal is that the International Bank, in the capacity of a trustee, should 
‘operate the industry for a limited period (which might be 2 years) with a view to creating 
‘conditions in which it would be easier than it is at present to negotiate a satisfactory permanent 
settlement. ‘The Bank has not been formally approached, but Hoover has scen Prudhomme 
‘and feels litle doubt that the bank would accept this task. provided it was allowed to exercise 
effective control over all operations in Persia. The Persian Government would receive a 
price per ton not greater than the comparable revenue of neighbouring countries. 


a 


‘The legal rights of Anglo-Iranian and the Persian Government would be fully 

ing the period of management by the International Bank, but Anglo-tranian 

be asked to waive their cleims in respect of oil sold by the Bank. It is con- 

templated that the Bank would make individual contracts with the major marketing com- 

panies for the disposal of the oil. For the operation of the industry in. Persia they would 

‘Employ an American or an intemational firm of consulting engineers which would borrow 
personnel as necessery from te oil industry. 

4, If affer studying the more detailed explanation of this proposal which you will be 
receiving from Butler, you agree that it should be explored further with the Bank, with the 
industry and with the Persian Government, jt is suggested that Hoover, if he goes to Tehran 
and finds the stmosphere propitious, should try to ascertain whether some such: basis for 

tion would be acceptable to the Persians. He would return to Washington by way of 
London, and if his report is encouraging the State Depariment are disposed to agree: that 
we should then try to restore diplomatic relations. 

5. If you agree with this programme Hoover would like to leave for Tehren about the 
‘end of next week. A telegram from Henderson reporting 4 conversation with the Shah on this 
subject follows by bag 
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REPORT ON DISCUSSION WITH THE SHAH ON THE 
RE-ESTABLISHMENT OF RELATIONS WITH THE UNITED KINGDOM 


Sir R. Makins to Mr, Eden. (Received October 2) 


(No, 804 Saving. Confidential) Washington, 
Telegraphic September 30, 1983. 
My telegram No. 2067, paragraph 5. 

ih Shzh September 29. Among subjects touched upon were oil and 

United Kingdom. He asked if I had any recent information re 

explora ‘on oll taking place Washington, Did I honestly believe British 
‘wanted oil seltlement? It was his, understanding A.LO.C. would be embarrased if put 

10 take any Iranian ol. 

told Shah I sure British wanted oil settlement. Although no large international oil 

companies hod desire purchase tran ol nevertheless everyone realised tht without ol seth 
‘ment Iran would be hopelessly ruined. No one es ‘ommunists and fellow travellers in 
western world wanted that to happen. United Kit just as interested as United States 
in seeing Iran independence preserved. If Government and people Iran would take realistic 
view international oil situation oil problem could be settled in manner advantageous to all 
parties concerned. 
‘Shah asked if | had any idea what United Kingdom had in mind, 1 replied in negative. 
He asked if 1 had any further kas how United Kingdom would like vetlement be negotiated. 
L replied 1 thought United Kingdom prefer direct negotiations as most sensible quick way 
arriving settlement provided both would meet in spirit goodwill. Shah said: why. 
then didnot negotiations start?” 1 replied in my opinion neither side quite ready and neither 
side certain as to how first approaches might best be made. 

Shah asked if I had any further information whether British would prefer. reestablish 
‘ment relations before oil settlement or simultaneously with oil settlement. 1 said, although 
1 not in position express British views 1 thought British would prefer re-establishment of 
relations as soon as possible even for time being there might be only Chargé d’A\faires 
in Tehran. Shah replied he personally still believed it would be better for relations to be 
re-established at end of oil settlement bees use: 

(a) He was afraid British Embassy would be target for attacks and criticism which would 

stir up feelings in case negotiations for settlement would run into difficulties; 

{b) He feared if settlement effected enemics of west might claim that British Embessy 

had intrigued to bring about settlement unfavourable to Tran 

I said on other hand continued absence of diplomatic relations might well irritate British 
public and also numerous and influential friends of United Kingdom in Iran. If United 
Kingdom friends in Iran should obtain impression present Government following Musaddiq 
line re British they might withdraw such credit as Government was receiving from them at 
sent would be a serious matter if resent Government without unqualified support of 

iranian elements friendly to United Kingdom should be compelled to cope with Tudeh 


sympathisers and Musaddiq adherents. 
Shah asked wha in my opinion was Brits attitude just now towards present Government. 


said I convinced British Government wished present Government success in its undertakings. 
Shah asked if 1 sure this fact. replied in ive. pointing out failure present Govern- 
ment in existing circumstances could result in disaster to Iran and great damage to westem 
world. 
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‘Sheh said he had asked these questions because he had observed increasingly critical 
attitude towards present Government on part of many pro-British Iranians. He wondered 
whether this indicated United Kingdom had changed its attitude towards present Govern- 
‘ment and towards himself, 

1 said T had also observed that certain groups known to be specially friendly to United 
Kingdom were boginning engage in ant-Government campaigns. I was sure these groups were 
‘acting on their own without British guidance because they resented absence friendly gestures 
‘on part present Government towards United Kingdom. One cdvantage of presence Britith 
Embassy in Tehran would be that that Embassy by demonstrating friendliness towards Shah 
and Government might cause these pro-British elements to realise their present hostile attitude 
unwarranted. 

‘Shah said he would further study matter reestablishment relations. He thought speedy 
settlement oil problem would really be best solutions. 





No, 68 


REPORT OF ELECTIONS FOR A NEW MAJLIS 
Foreign Office 10 Sir R. Makins (Washington) 


(No, 3821. Confidential) Foreign Office, 
(Telegraphic) October 3. 1983. 


‘We understand (a) that State Department have shown you a telegram from Henderson 
reporting that Zahedi is contemplating elections to bring Majlis membership from twenty- 
three {its present figure) 10 eighty; (b) that Henderson hopes that he may be authorised to 
tell Zahedi that we and United States Government will be able to accept the ratification of 
International Agreements by such a Majlis (c) that the United States Government for their 
part are disposed to agree. 

2. The enquiry is awkward, because it might be interpreted! as an advance request 10 
connive at an unconstitutional ratification. Contrary to what General Zahedi has apparently 
suggested, it would not appear that a similar question was considered at the time of the 
February proposals, 

3.__In.40 far as Zahedi appears (o have asked whether we should consider ratification by 
4 reduced Majlis constitutional. out formal reply would be that Her Majesty's Government 
ould not make an agreement with Pera unless it were concluded and raid io a manner 
valid under Persian Jaw. The Persian Government would have to satisfy themselves that 
the procedure followed for ratification was constitutional and Her Majesty's Government 
are entitled to expect that they would do x0, 

4. We agree with Henderson that ratification by a full Majlis would be preferable. We 
do not undertaa why, if General Zabedh i propered to have fifty-seven new elections to fil 
seats unfilled in the elections of Spring 1952, he should not go the whole way and hold 


similar elections to replace those members who resigned before Musaddig fell. It is particu: 
larly unfortunate that his present scheme should not provide for the attendance in the Majlis 
of all the Tehran deputies (of whom several resigned in July) since under Article 6 of the 
‘Constitution their vote is valid in the absence of provincial deputies, 


5, Please put these viows to the State Department 





No. 69 


DESIRE BY THE SECRETARY OF STATE FOR A RESUMPTION OF 
DIPLOMATIC RELATIONS. 


Mr. Eden to Sit Glodwyn Jebb (New York) 


(No, 927. Confidential) Foreign Office. 
(Telegraphic) October 6, 1953. 

‘As soon as I got back to the Forcign Office the Minister of State told me of your recent 
talk with hin. Would you please convey to the Shah and the Prime Minister my thanks for 
this initiative. I feel that the best way to begin this new phase is for us to resume diplomatic 
relations. Weare ready to do this and I'am sure that everything will be easier when we are 
in direct touch. Pethaps you could ask your Government to consider this. Meanwhile either 
the Minister of State, of, if he has not returned to New York, Sir Gladwyn Jebb. will be ready 
to discuss the matter further with you. 





No. 70 
MESSAGE TO Mr. DULLES FROM THE SECRETARY OF STATE 
‘Mr. Eiden 10 Sir R. Makins (Washington) 


(No, 3872. Confidential) Foreign Office. 
(Telegraphic) October 6, 1953. 

My telegram No. 3793 [October 1}, Please give Mr. Dulles the following messege 
from me. 

2. I have just got back and at once looked into recent oo ee about Persia, 
‘The first thing that struck me was the admirable way in which Henderson had handled 
matters, and I should be very glad if you could let him know how grateful I um for the part 
hhe has played. 

3. Tam no less grateful for the study which your people in the State Department have 
fgiven to the problem, and for your readiness to send Hoover out to Tehran, I entirely agree 
that in everyone's interests, and particularly in Persit’s, we must try fo solve the oil question 
‘as soon as possible, always provided of course that this can be done without detriment to 
other vital interests. But I feel strongly that our immediate aim should be to reestablish 
diplomatic relations. You will not misunderstand me 1am sure if [say that negotiations 
through intermediaries, oweyer trusted and well briefed can be no completely satisfactory 
substitute for direct contact. Sooner ot later we should have to come into the talks. and from 
all points of view it would in my opinion be preferable for us to be in themn from the start. In 
any case, on general political grounds itis foolish for this estrangement between us and Persia 
to goon any longer. 

4. While therefore I gladly accept the suggestion that Hoover should go to Tehran, 1 
should like to see his purpose defined as follows: 

In co-operation with Henderson — 

a) to make clear that we want to re-establish relations as soon as possible and shall be 

ready to do so whenever the Persians are; 

(b) Wo assess the political situation in its relation to the oi problem, having discussions 

for this purpose with the Shah and General Zahedi ; and 

(€) to explain to them the problems involved in putting Persian oil back on the market, 

‘and to try to elicit what ideas the Persians themselves have about a possible 
settlement. 

$. I hope you will be able to agree to that definition. Meanwhile, the latest proposal 
{Washington telegram No. 20671 is being considered urgenily and we will let you have our 
‘comments as soon as possible. I very much hope Hoover will not leave until you have them. 
‘We should much like to see him here both on his way out and on his return, 





EP 1051/23 No, 71 


MESSAGE FROM THE SHAH TO THE SWISS MINISTER: SHAH'S 
DESIRE TO RESUME DIPLOMATIC RELATIONS WITH THE 
UNITED KINGDOM 


(Confidentiad) October 8, 198 


I lunched today with M. Bernath, the Counsellor of the Swiss Legation, who gave me 
the following information. ‘The Shah had instructed his Private Secretary. a Swiss named 
Perron, to see the Swiss Minister in Tehran and ask him to try to find out whether we would 
be in favour of resuming diplomatic relations before oil negotiations started. ‘The message 
gave the following background also: the Shah and the Persian Government had been in 
favour of getting an oil seitlement quickly before resuming diplomatic relations but they had 
received advice from various quarters that it might take some time to negotiate an oil settlo- 
‘ment and that therefore it would be betier to resume diplomatic relation first... They were 
now undecided about this but they wished to know first what Her Majesty's Government's 
views were and they would apparently like to fall in with them. They were however rather 
uncertain about how exactly diplomatic relations could be resumed with the minimum loss 
of face to themselves, since they fully realised that it was the Persians who had broken off 
relations and they were rather afraid that we should insist upon the first move coming from 
the Persian side now. 

‘The message added that, while the Persians were grateful for the $45 million supplied by 
the Americans, they realised that this would not keep them going for very long and that they 
‘would have to look to the sale of oil to provide them with revenue which they very badly 
needed, 

R. ALLEN 























No. 72 
CONSIDERATIONS ON AN INTERIM SETTLEMENT 
Foreign Office to Sir R. Makins (Washington) 


(No, 3910. Confidential Foreign Office. 
(Telegraphic) October 8. 1953. 

Your telegram No. 2067 fof September 30) 
practicability of a long-term settlement at this stage “We would naturally prefer the latter 

‘We presume that the reason for considering an interim settlement is doubt regarding the 
‘and consider that our first objective should be to see whether itis practicable. 

2, The following however are our preliminary comments on an interim arrangement 4s 
‘outlined in your telegram under reference and amplified by Butler: 

(a) We should attach the greatest importance to the Bank's operating specilically as the 

trustee for both parties to the dispute, 

(b) While A..O.C. would grant a waiver in respect of ciaims on oil sold by the Bank, 
they could not contemplate giving 4 waiver to anyone else; all oil must be 
sold by the Bank in the first instance, 

(c) While appreciating Hoover's desire to postpone any argument about “ compensation 
in the hope that a satisfuetory long-term partnership arrangement can be worked 
ut, we feel that to protect A.1.O.C's position adequately in case it should after all 
prove impossible {0 work out a satisfactory long-term seit'ement during the 
‘currency of the interim srrat i, itis essential thet some part of the proceeds 
Of sales made by the Bank should be set aside (in escrow or under some other 
name) as a necessary corollary (0 the waiver at (b) above. This also seems very 
important from the point of view of the effect on Persia's neighbours. 
the Bank is to employ consulting engineers to operate the industry. we should 
expect, particularly having regard to recent Persian statements, that British firms 
‘could be associated with any United States or international firms, Apart from 
‘considerations of prestige. it is important to ensure that expenditure on rehabil- 
tation and operation shoul be as la a posible in the steting area rater than 
clsew! 

{c) Since costs in the revived industry (particularly with the present labour position at 
‘Absdiin) are uncertain, we doubt whether Persia could be given a return per barrel 
‘comparable with what neighbouring countries are receiving (say 80 cents) without 
‘giving them more than SO per cent. of the net profits likely to be realised in Persian 
‘operations. 

3. We have also to consider the political and economic effects of the size of ALO 
participation in any arrangement made. In considering long term solutions based on a 
Consortium, A.LO.C. have always assumed that they handle at least $0 per cent. of 
produced. This does not necessarily mean that A.LO.C. would not be prepared to consider 
something different but this cannot be considered in isolation from the other terms of any 
arrangement made. 

4, Allin all. therefore, there are many important conditions and provisions to thrash 
out. For this reason we have asked that Hoover in his talks with the Persians should confine 
himself fo the matters listed in paragraph 4 of my telegram No, 3872 and we feel it desirable 
that we should have an opportunity of discussing the whole position with him as soon as 
possible, No doubt in any further talks he may have with the Bank and the United States 
oil industry he will bear the foregoing in mind, 

5. Your telegram No. 2140 has just arrived but we do not want to delay these comments 
while We consider it, 





No. 73 
REPORT BY THE SWISS MINISTER OF A MESSAGE FROM THE SHAH 


(No, 282. Confidential Foreign Office. 
(Telegraphic) October 9, 1953. 

Swiss Legation have given us the substance of an oral message received by their Minister 
at Tehran from the Shah, asking him to find out whether we should be in favour of resuming 
diplomatic relations before beginning oil negotiations, 

2. Following is text of aidemémoire handed to Swiss Minister by Sir W. Strang 
today (October 9). 

Her Majesty's Principal Secretary of State for Foreign Affairs will be grateful if the 
following personal message from him could be transmitted to the Swiss Minister at Tehran: 

Message begins, "I was very glad to reccive the message from the Shah which you 
recently transmitted to me through your Government. 


95 


We certainly do not want the present estrangement between two old friends to go on 
any longer. In my view the best way to begin a new phase is for us to resume diplomatic 
relations as soon as possible. Her Majesty's Government are very ready to do this; and | 
‘am sure that everything will be easier when we are in direct touch. 

would suggest that we need not stand to0 much on ceremony over formalities. It would, 
1 think, suffice if simu'taneous snnouncements were made in Tehran and London to the effect 
that both Governments, being desirous of reestablishing diplomatic relations, had agreed to 

T should be grateful if you would ascertain whether the Persian 


. Should the Persian Government indicete their approval of the procedure suggested 
above, the full wording and timing of th simultnoovs annouacements Would be concerted 
through the Swiss Government and their Minister at Tehran, Meanwhile however it may be 
helpful to the Swiss Miniter to know that Her Majesty's Government would propos on the 
resumption of relations with Persia, to send to Tehran the Counsellor of Embassy. with a small 
staff, in anticipation of the arrival of the Ambassador. The despatch 10 Tehran of the 
Counsellor could be effected within a week of two of the Persian Government's indicating 
their approval to the course proposed. 

3. [To Washington only.) 

‘You may inform State Department. 

We are telling the United States Embassy here of this and of my message to Entezam 
(my telegram No. 927 to UKDEL New York), 

3, {To New York only.) 

‘This T hope will serve as the brief promised in my telegram No, 937 {October 8) 


EP 1051/27 No, 74 
RESUMPTION OF DIPLOMATIC RELATIONS WITH PERSIA 


Foreign Office, 
(Confidentiald October 13, 1953, 


Mr. Houghton of the United States Embassy today gave me the following account of 
talks which Mr. Henderson, United States Ambassador in Tehran, had had with members of 
the Persian Government on this subject. 

‘2 Learning that General Zahedi was to lunch with the Shah on October 7, 
Mr. Henderson saw General Zahedi himself, the Minister for Foreign Affairs and Mr. Ala, the 
Minister of Court and discussed this subject with them, 

3, Mr. Henderson toki General Zahedi that he knew that the Shah and his Prime 
Minisiee thought that the resumption of diplomatic relations should be simultaneous with the 
settlement of the oil question but he himself was fully convinced that relations shoud be 
resumed as soon as possible and that they should not be linked with an oil settlement. Such 
{resumption woul! he considered strengthen Persia's postion internationally and. also 
internally, since there were influential groups of pro-Western people who would not give the 
new Government their full confidence and support uptil it was in relations with Her 
Majesty's Government. If General Zahedi did not soon resume relations with the United 
Kingdom his Government would lose some apy in the United Kingdom and in the 
United States. Finally, Mr. Henderson pointed out there was no Jogical connection between 
diplomatic relations and an oil settl He had toki General Zahedi that as Persia had 
broken diplomatic relations with Britain it was for her to resume, 

4. General Zahedi replied that he was unprepared to resume diplomatic relations belc 
an oll settlement had been reached or, at least, concrete steps had been taken in that direction, 
He feared that the British Embassy when re-established without 4n oil settlement, would be a 
target for Nationalist attacks which would impair relations between Persia and the United 
Kingdom. His Government would also appear to be a pappet of the United States and the 
United Kingdom Governments He entirely agreed that Penian public opinion would need 
to be prepa fore it could accept a resumption of relations, but he did thir iis 
Preparation would be difficult or need take ‘oon time, pany ds 

$. The Minister for Foreign Affairs thought it would be suicidal to resume 
eations at this momncot aod said that the Prince Mota and.the Sth sar coer te 
they should not be resumed until at least some principles for a settlement had been agreed, 
either in private unofficial conversations or by the use of mediation. 

6. Mr. Als, the Minister of Court doubted whether the Shah would thit 
resume diplomatic relations before an oil settlement. sncraiati 

C. T. GANDY. 
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Mr. HOOVER'S VISIT TO PERSIA 
Mr. Penfield \Wnited Stotes Embassy) to Mr. Eden 


(Confidentiad London, 
Sir, October 14, 1953. 
The Secretary of State has asked me to transmit the following message to you: 
“Thank you for your message of October 7 and particularly your kind words about Loy 
Henderson. It is pleasant to know you share our view that he has shown remarkable skill 
in handling a very complicated problem. 

‘seems there may be an opportunity now to. move forward rapidly in fran and 1 
‘consider the views put forward in your message most helpful. Hoover, who will soon be in 
Iran, will dring you a firsthand report on the situation there, probably within another two 
weeks. Ido appreciate your agreement that he go directly to Tehran. T know that he will 
have some interesting news to report upon Iranian attitudes and their understanding of 
the problems involved in putting Iranian oil back on the world market. 

We thoroughly understand your feelings about the desirability of early re-establishment 
Of diplomatic relations and your hope that full advantage will be taken of whatever opportu- 
nities may arise to push for the final settlement of the long-standing oil dispute. Hoover 
‘understands thet the question of an interim settlement is to be discussed only under generat 
terms and only if there seems to be no chance in the present atmosphere of pressing for an 
carly and complete settlement of the issues in the dispute, ” Lt he 
fours, 


JAMES PENFIELD. 





No. 76 
Mr, EDEN'S MESSAGE TO THE PERSIAN GOVERNMENT 
w 
Mr. Eden to Sir P. Scrivener (Bervie) 


(No. 256. Confidential Foreign Office, 
(Telegraphic) October 21, 1953, 
My telegram No, 232 (October 9}, 


My iumedasy folowing telegrams contains wit of pasage about Pes In my speech 
in the House of Commons yestentay, October 20, 

2. am not sure how accurately this will be reported in Persia, Please therefore move 

the Swiss Government to instruct theit Minister at Tehran to bring the text urgently 10 tive 

tention of the Shah and General Zahedi. I mention them in particular since there are indica 


tions that the present Persian Foreign Minister has a strong personel bias against my proposal 
10 resume diplomatic relations forthwith, and would prefer oil talks first.For that reason 1 
tam anxious that the message in my telegram under reference should also be given to the 
Shah and Zahedi if this has not already been clone, 


(No. 257) Foreign Office, 
(Telegraphic) October 21, 1953. 

“I hope that a new chapter has opened in Persia. There is a new Government 
there, and to them. and to the Persian people, Her Majesty's Government wish sincerely to 
extend once more the hand of friendship. ‘The Persian Government sre aware that we are 
ready to resume diplomatic relations if this ean be done it will then be easicr for us to discuss 
together the complex problem of Persian oil. 1 shou'd like to say that the United States 
Government are working very closely with us in these matters”. 





EP 1051/33 No. 7 


SHAR'S EARNEST DESIRE TO RE-ESTABLISH NORMAL RELATIONS 
WITH THE UNITED KINGDOM 


Aidemémoire Communicated to Sir W. Strang by Swiss Minister on October 23, 1953 


(Confidentia 

M. Escher, the Swiss Minister in Tehren, saw M. Entezam. the Iranian Foreign Minister 
‘on October 11th and the Shak on October 14th, M. Escher underlined the very friendly tone 
‘of Mr. Eden's message. Both M. Entczam as well as the Shah assured him that the Persian 
Government, too, had a friendly aititude and wishes urgently to re-establish its normal relation 
with Her Majesty's Government and to settle once and for all the oil dispute. Both stressed 
the fact that they had to have regard for public opinion and would have to proceed with the 
‘utmost caution. M. Escher then referred to recent articles in the British Press which showed 
_great comprehension of the Persian problem. M. Entezam replied that his Government 00 
hhad intimated to the Persian Press the desirablity of a general toning down of their comments, 
‘The various editors seemed to share the Government's view but felt it might be dangerous 10 
alter the course too rapidly. 

It is fear of public opinion which makes the Shah hesitate to reestablish diplomatic 
relations without first solving the petrol problem, or without having at least made the first 
‘contacts and held some discussions on that subject. ‘The Shah as well as M. Entczam wish 
to review once more the whole situation with the Head of the Government before giving a 
definite answer. The Shah left on October 15th for a few days rest at Ispaban and M. Escher 
therefore doubts whether a reply could be received before the end of this week or the beginning 
of next, 





EP 1316/61 No. 78 


SUBSTANCE OF DOCUMENT WHICH Mr, HOOVER AND 
Mr. HENDERSON DISCUSSED WITH THE IRANIAN PRIME 
MINISTER — AND IN MINISTER IN TEHRAN ON 
OCTOBER 21, 1953 


(Communicated by Her Majesty's Embaxy, Washington) 


Washington, 
(Confidential) October 28, 1953. 

The situation regarding supply and demand for Middle East oil 

‘There is at present a substantial surplus of oil in the Middle East without taking Iranian 
‘il into consideration, and there will be for many years. In fact, any of the other thrce Middle 
Eastern countries producing oil in substantial quantities, namely, Saudi Arabia, Kuwait and 
Tag. has sufficient proven oil reserves to be able to take eure of any foreseeable demand for 
Middle Eastern oil entirely by itself. Saudi Arabia alone has proven reserves and potential 
production now capable of supplying more than 3 million barrels per day or approximately 
1150 million tons per year as against present world demands for Middle East oil of 2,400,000 
barrels per day or approximately 125 million tons a year. 

2 United States markets for Iranian oil. There has been a preat deal of discussion 
about shipping large quantities of oil to the United States. Exports to the United States will 
be small, if any. during next several years. As in all other parts of the world, oversupply 
situation exists there and production has been cut buck to keep it in line with demand, Most 
‘of the proposals to purchase iranian oil for shipment to the United States are based on the 
hope of obtaining a price sulliciently below its fair market value to make it profitable in 
competition with domestic supply. Any appreciable volume ‘of exports, however, would 
probably result in an increase in import duties and the operation would no longer be a 
Profitable one. Large and steady volume of oil from Iran to the United States within the 
near future is not probable, Eventually, as domestic supply in the United States is no 
longer able to meet the demand. an appreciable market for Iranien oil can be developed 
gradually. In such a situation. larger distribution companies in America would be the most 
stable and logical outlet. 

3. Eastern hemisphere market for Iranian oil. The major pert of crude oil and its 
products is distributed by private commercial companies rather than by governmental entities. 
It would be safe to say that 90 per cent. of the oil in the world, including Middle East oil, 
is distributed in this way. Iran must use these same channels if it is to dispose of any 
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appreciable quantity of oil. There are sive major international companies who are at 
rssent engaged in distributing Middle East oll Their marketing organisations have been 
it up over a period of many years and extend to almost every part of the world. ‘There 
are a few lesser companies who also distribate a minor amount of oil but they do not have 
large outlets available nor are they of appreciable size. It scems necessary than Iran consum- 
mate some form of agreement with one of the major marketing companies or with an entity 
which would include one or more of those companies. If an appreciable amount of Iranian 
iL is to flow to market, the possiblity of developing fresh distribution chaanels of importance 
outside those afforded by larger compsnies does not exist for the following reasons: 

(@) Those few Governments in the world which are endeavouring to operate their own 

Aistribution and refining systems offer an extremely limited outlet for Iranian oil ; 

(b) New private companies entering international oil distribution business would be at 

«great disadvantage in competing in the present world situation with those com 
panies which are already wellestblisbed. 

{tis estimated that the sum of these channels could not purchase as much as $ million 
{ons per year of Iranian oil, In many eases. particalarly in dealings with foreign Governments, 

income to Iran would have to be received on a barter basis which would offer obvious dis- 
advantages. Furthermore, sales to a number of small private companies or to foreign Govern- 
ments would not be of a charzcter which would guarantee a steady flow of oil. Under such 
‘conditions it would not be possible to operate wells oF refineries in an effective, continuous 
‘oF economic manner. If distribution can be obtained through major companics, however, 
4 volume of from 20-40 million toos annually may be achieved within approximately three 
years after resuming operations. 

4. World refining of Middle Eastern oil. About 75 per cent. of all Middle Eastern oil 
flows to Europe and the major part of the other 25 per cent. goes to Africa, South Asia, the 
Far East, and the South ‘The trend in recent years has been towards refineries located 
close to consumption rather than at the source of production. Governments have forced this 
relocation of refineries in many cases either by direct legis!ation or by means of tariff differen- 
als. In 1945, 85 per cent. of all the oll refined in the Eastern Hemisphere was processed in 
the Middle East and by 1933 this volume had declined to 19 per cent. of the total. European 
refineries in 1945 processed only 6 per cent. of this total and by 1953 their proportion had 
fiven to 63 per cent. Large additional refining capacity is now under construction in Europe, 
South Asis and the South Pacific. In every case these refineries are close to their consuming 
tmurkets, The demund for Middle Eastern oil products may be expected gradually to decline 
whereas that for crude oil will unquestionably increase. These trends are the result of 
‘economic and political forces entirely beyond the control of either the distributing companies 
Sr the Governipent of Iran. Regardless of the kind of settlement achieved. the income to be 
derived by Iran from refinery operations is almost sure to decrease as more refineries are built 
in consuming countries, 

5. Relative incomes to oil producing countries of the Middle East. The existing net 
income in the form of royalties and. taxes received by various Middle Eastern countries is 
approximately 70 to 80 cents per barrel or $4.90 to $5.60 per ton. Saudi Arabia will receive 
4 net income in excess of $200 million in 1953. Kuwait and Iraq will receive proportional 
amounts depending on their actual production. 

6. Income 10 Iran. tis difficult to see how on a barrel basis, the income to tran could 
be arcutr than the highest recived by other substantial producing countries inthe Middle 
East. Iranizn oi must compete commercially with other Middle Eastern oil, No distributing 
‘company capable of handling substantial quantities of Iranian oil could afford to pay Iran 
‘more for its oil than the cost to it of oll received from other Middle Eastern countries. With 
44 volume of 20-40 million tons annually, the net income from Iran should be from a $100 to 
$200 million each year and as markets increase from year to year, income should grow 
Proportionately, 

7. Present situation of major international distributing companies operating inthe 
Middle East. All of the major international distributing companies at present have ample 
sources of crude oil in the Middle East. These companies have made heavy capital expendi- 
tures in those countries and relations with the respective Governments appear to be cordial 
and reflect mutual confidence. In every instance, the companies are allowed to manage and 
supervise producing and refining operations in which they are engaged and are thus able fo 
assure themselves of efficient and steady sources of supply for constantly shifting markets and 
mantain theit technica! standards of quality. It is with respect to this general aspect of the 
problem involving as it does the national honour and integrity of Iran on the one hand and 
Practical, economic and operating factors of the oil industry on the other that the difficulties 
‘of solution must be recognised. In this instance it is especially true as enormous amounts 
of capital will be required to place Iran's oil industry into operation again and possibly to 
‘make substantial initial financial advances to the Government. The companies will hesitate 
{o accept these obligations without correspooding responsibility for the technical conducting 
of operation. 
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AIDE-MEMOIRE HANDED TO Mr. EDEN BY THE SWISS MINISTER 
ON OCTOBER 30 


Message de M. Escher & Mr. Eden, Secrétaire d’Etat de Sa Majesté pour les Affaires 
Exrangeres 


(texte approuvé en tous points par le Général Zahedi) 


Le Président du Conseil vous remercie sincrement du message transmis par mes soins 
Je 11 octobre, et dont il apprécie la teneur amicale, Il est également désireux de voir les 
relations diplomatiques rétablies le plus vite possible, et approuye en principe votre suggestion 
de publier simultanément un communiqué & cet effet. Pour des raisons que vous compren- 
drez, il estime cependant que ce communiqué ne pourra étre publié qu'au moment oi une 
base d'entente sur Ia solution du probléme du petrole aura é16 trouvée, ou & tout le moins 
au moment ob une premitre prise de contact prometicur aura été établie. Afin d'attcindre 
‘ce but, le Général Zahedi croit opportun que vous envoyicz & Téhéran un expert autorisé 
de parler au nom du Gouvernement britannique et de {'Anglo-tranian, leque! s'etforcerait 
ayec les autorités iraniennes de trouver une base dentente. Pour garder le secret, cet 
pourrait se faire passer pour journaliste. Si cette proposition ne convenait pas, le Chef du 
gouvernement vous pric de lui faire une autre suggestion tendant h engager rapidement des 
pourparlers directs au sujet dur probleme du petrol. 





No. 80 


REPLY FROM GENERAL ZAHEDI TO THE MESSAGE FROM THE 
SECRETARY OF STATE 
Mr, Eden to Sir R. Makins (Washington) 


(No, 4450. Scere Foreign Office, 
(Telegraphic) October 31, 1983. 

Zahedi has now seat me a reply, through the Swiss, to my recent message, It 
stetes nat the Pern Government wish to fenew relations with the United Kingdom. but fel 
that it would not be opportune to do so until some basis has been found for discussion of the 
oll concession or at least there has been some fruitful contact. They therefore propose that 
‘we should send in disguise (0 Tehran an expert to begin discussions with a view to discovering 
2 basis for negotiation, If however this idea is not acceptable, General Zahedi would be gled 
to hear any other suggestions T may wish to make. 

2. 1 do not believe that Gencral Zahedi’s idea would prove at all satisfactory. We have 
Yet to find a mutually satisfactory basis for negotiating on oil, and to adopt Zahedi’s proposal 
You'd probably prolong indefinitely the present interruption in relations without leading to 
Day very useful oil negotiations. I remain convinced that from all points of view it is prefer- 
able to resume relations as soon as possible. i ce 

dering how we might help General Zahedi to bring this about, and perhaps 
Mr, ole may’ beable pie us some ees when he gets back." Meanorhil, {am sending 
an interim reply to Zahedi, 

4. Please give the gist of this to Dulles, and say that in my view it would be most helpful 
if he cou'd at once ask Henderson to make it clear to the Persian Government that the United 
States Government support my policy of resuming relations forthwith, “Tt would also be 
helpfal if the Americans were to make it clear publicly that this is their attitude. [am very 
grateful to Hoover for what he has already said to the Persians on the subject, 

5. Atthe same time, please ask whether the State Department have any indication of the 
reason why Hoover has delayed his departure from Tehran, apparently at Persian request. 
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PROGRESS OF Mr. HOOVER'S MISSION TO PERSIA 
Sir R. Makins to Mr. Eden. (Received November 4) 


(No, 2369) Washington, 
(Telegraphic) November 3, 1953 

Fol'owing is relevant portion of Mr. Dulles’ Press conference today 

‘Question: Mr. Secretary. ing. a fr ’ 
mss eation: 3 HY. can you say anything about the progress of Mr. Hoover's 

Mr. Dulles: He has had som: good talks. He did not go over there empowered to 
negotiate. I was purely explorstory snd it has been satisfactory in the sense that he now bas 
a very intimate understanding of the situation based on talks with the leaders of the Iranian 
Government, (Interruption). I just want to add—I did not quite finish what I was saying 
about Iran—T wanted to take note of the fact that while Mr, Hoover has been there these last 
few days there has been a gratifying evidence of renewed friendliness between the Government 
Of the United Kingdom and the Governmeat of Iran, and we hope very much that will lead 
to. resumption of diplomatic relations and of friendly're's tions between the two Governments. 

Question: Mr. Secretary, do you believe that resumption of those relations should be 
a condition of the opening of talks on the oil problem? 

‘Mr. Dulles: T would ot want to say that it should be a condition. 1 have no doubt the 
tetks would be resumed with a better chance of success if there is a friendly and direct 
intercourse. 
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DISCUSSION WITH Mr, HOOVER: MINUTES OF A MEETING 
HELD AT THE FOREIGN OFFICE ON NOVEMBER 4, 1953 


Sir P. Dixon welcomed Mr. Hoover and thanked him for the way in which he had 
handled the Persian Government in his recent visit. He said that the Committee had kept 
their minds open about the possibilities of an oil seitlement until they had been able to hear 
what Mr, Hoover had to say. On the situation as a whole Her Majesty's Government 
wanted diplomatic relations to be reestablished quickly. nd were convinced that this was 
the right way to set about a solution of the Persian oil problem, He was sure Sir William 
Fraser would endorse this view. When diplomatic relations were re-established, direct nego- 
tons could begin. Mr Dulles had now expresed a similar view about the importance of 
reestablishing selations. He & Ir. Hoover to give the Committee his appreciation of 
the present situation in Persia. 

Mr. Hoover said that the thinking of the Persian Government about a solution of the 
cil problem was thoroughly confused. His instructions hid been to cary on no negotiations 
and this had meant that he and the Persian Government had been able to exchange ideas 
Without any commitment on either side. The Persian Government had no coberent thoughts 
‘about the problem, and they were afraid of public opinion. It would thus be difficult for 
some time yet to start useful negotiations. There was, however. one reassuring thing, General 
Zahedi had delegated to Mr, Entezam the Foreign Minister the responsibility for oil. Mr. 
Eniezam was iotlligent and courageous and was quickly graspiog the mai factors of the 

: General Zahedi leant more on him than on any other Minister, Mr. Hoover's 

Impression was that General Zahedi was a man who preferred soldiering to politics but he was 
ow a prisoner of his environment. ‘The Shah’ relations with General Zahedi were strained: 
he had a deeply suspicious nature: Ihe was in constant touch with members of the opposition 
Mr. Hoover thought thot if difficulties arose in negotiations with the Persians they would arise 
from the Shah rather than from his Government. Mr. Henderson had bluntly and repeatedly 
told both the Shah and General Zahedi that diplomatic relations with the United Kingdom 
should be immediately resumed so that a start could be made on working out a solution to 
the oil problem. 

Mr, Hoover sid that in the past year the Communists on the one side and Dr. Musaddiq’s 
party on the other had focussed their tactics on one point—the Persians dsike ofthe ALO: 

is was a basic factor which must not be overlooked and indictment of Her Majesty's 

Government had been linked with indictment of the ALLO.C. Mr. Henderson had told ti 
Persian Government that they must distinguish between the British Government and the 
ALO. This might help towards establishing diplomatic relations but there was no prospect 
for a long time to come of removing the dislike of the A.1.O.C. from the public mind. Mr. 
Hoover said that Dr, Musaddiq hed completely mis'ed the Persian people about the facts 
of the world oil situation and had persuaded them that the world must come on their knees 
for Persian oil. He had done his best to explain the truc facts of the world oil situation and 

Goneral Zahedi had admitted that the Persians had been misled. The Persian Government had 
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‘ot yet been able to give attention to bringing public opinion round to a settlement, but Mr. 
Henderson had offered them the help of the United States Embassy in this and they had been 
given charts bearing production of oil in Middle East countries in 1945 and 1953 and other 
charts which showed the chenges in refining operations and these charts had been passed on 
Yo the newspapers. Press reports showed that the general press reaction was that the facts 
they revealed should compel the authorities to find a solution to the oil problem. 

Mr. Hoover said that he had asked the Persians if there were any principles for a settle- 
‘ment which they could accept and which Her Majesty's Government could examine. He had 
been given an unsigned document the existence of which should be kept secret. This docu- 
ment which he circulated to the Meeting first indicated the A.LO.C. in the usual way which 
‘was politically necessary in case it became public in Persia. Severai different points of view 
hhad had 0 be reconciled and the confused result showed the confusion in the minds of the 
Persians. ‘The document proposed that the N.LO.C. should manage the industry with an 
international consortium (in which A.LO.C. could have a minority interest) buying and 
‘marketing oil: the consortium should advance capital for the restoration of the industry: no 
‘compensation would be prid by the Persians but the A.L.O.C. could make their own arrange- 
ments for compensation with the other members of the consortium: the World Bank was to 
act as intermediary in concluding the agreement and to supervise its enforcements: Persia was 
to get as much for her oil as other producing countries got, As it stood the document could 
‘not be considered to be the basic for a settlement. But Mr. Hoover said that he thought, if 
largely re-written, it could serve as a basis for negotiation, 

In a telegram sent subsequently, Mr. Henderson had reported the views of the Persian 
Government as follows: — 

If the United Kingdom could accept the Persian document as a basis for negotiation, 

the way would be clear for negotiations, 

(ii) A statement accepting the principles of this document should be worked out, and 

diplomatic relations resumed simultaneously, 

ii) The ‘major United States and United Kingdom oil ies should negotiate 

amongsi themselves to form a consortium and indemnify A.1,0.C. 

(iv) The International Bank should act 2s a sercen between the NLO.C. and the 

consortium. 

Sir P. Dixon said that the immediate proposals of the Persians seemed! to amount to 
‘an unofficial offer to resume diplomatic relations when the main principles of an oil settlement 
were agreed. But we wanted to restore diplomatic relations before there was any discussion 
‘of an oil settlement. 

Mr. Hoover thought that if might be sufficient to make a statement of simple prin- 
clos, covering in very general and now-commital way the points in the Pesan document 
‘and Jeaving all the main issues for later negotiation z it could be.on the Tines of the statement 
made in March 1953 by the Foreign Secretary and the United States Secretary of State, 

In discussion it was said that the United Kingdom must not, in taking the first step, 
Jose sight of our ultimate objective. We wanted to restore relations and them try to secure 
the return of the A.L.0.C to Persia, We would find ourselves in an ambiguous position later 
‘on if we used 3 formula which the Persians thought was intended to cover the proposals in 
their document, and we then Nd to say that the formula meant something else. We should 
at least wish to make it plain thot any statement we made did not imp'y that we eccepted 
‘or even took official notice of the document. 

‘Sir William Fraser said that the A.LO.C would be glad to discuss with Mr. Hoover 
any detailed matters in conncetion with a settlement. There was nothing new about 
the Indictment of the A.LO.C. in the Persian Government’s document. ‘These charges had 
been made before and had never been substentiated, Major principles were at stake and we 
‘ought to be very careful in anything we said to the Persians at this stage when we were 
trying to re-establish diplomatic relations. The position of the A.L.O.C. and of other com- 

nies in the whole of the Middle East would be affected if ATO.C, were excluded from 
Bersin and if Persia's chim, that she should not pay compensation, were accepted. He hoped 
that, without any commitment on the nature of an oit settlement, diplomatic relations could 
be resumed $9 that the whole situation could be discussed between Her Majesty's Government 
and the Persian Government, Before there were any talks, except on the basis of the A.1.0.C. 
going back, the ALO.C. and their shareholders would want to have complete first-hand 
{Information oo the situation in Persia. Mr. Hoover said he fully appreciated the views 
of the A.LO.C. But the Persians at present considered, as their frst principle, that the 
‘ALO. should not control the oil industry. though they might have a minority interest in 
the consortium proposed in their document. It was very doubtful whether they could be 
persuaded to abandon this principle. and this was one of the facts of the situation with which 
we had to deal. 

Tn reply to questions about the Persian proposals Mr. Hoover made the following 
points:— 

(a) The Persian Government were not giving further thought to the February proposals. 

He had told them that the world oil situation had changed since then and that in 
any event these proposals had been framed to meet Dr. Musadiiq’s peculiar 
approach to the oil problem and not to accord with the world oil situation. 
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(0) The Persian Government might come to accept foreign management of the oil 
industry, to which there was no reference in their document. This would certainly 
be a major issue in negotiztions. Natwonalisation was a slogan in Persia but the 
Pernan public would accept what they were told was in accordance with the 
‘nationalisation law. Within the loose framework of that law there could be many 
kinds of arrangements for management and the A1.O.C. could technically own 
the industry. with a group of foreign companies operating it. 

(c) I was digicult to judge whether the Persian that any compensation to be 
paid to the A.LO.C. should be psid by the consortium of purchasing companies 
‘and that the Persians should be paid as much for their oil as other oil-producing 
‘countries should be taken seriously. Mr. Hoover was not suggesting that Het 
Majesty's Government should change their policy on compensation but the 
question would have to be looked at inthe conten of any operating agreement 
that might be proposed : the extent of participation by the A.1LO.C. and the period 
‘of the agreement would be relevant factors. Though the Persian Government 
had said they would not accept a fifty-fifty profit-sharing agreement, they might 
‘accept what would amount to the same sum, expressed as a number of cents per 
barrel ; they were at least not now asking to be paid more than their neighbours. 


able companies would not zdvance capital without security and absndonment of 
the fify-lifty princigle would prejudice their interests elsewhere. Would the 
Persians make an arrangement for a period which would justify the sinking of 
capital? “Mr. Hoover said the Persians thought that the oil companies would be 
anxious to play the part proposed for them, but he had explained that the com- 
panies would be found to be reluctant to advance capital whea the Persians came 
to negotiate with them, 

(e) There hid been no discussion with the Persian Government about the particular 

‘companies, whether American or British, which might take part in the consortiuen. 

Misticons ist el Paes ad ttoveh bs Tie Mabety's Griecsiet wold 
require agreement on a settlement to accompany resumption of relations. They 
had put forward theie document before he had been able to suggest that the first step was t0 
restore diplomatic relations and. that Her Majesty's Government would doubtless then be 
willing to discuss an oil settlement when the Persians were ready. He cou'd not say whether 
the Persians would in fact be willing to postpone oil talks. 

Discussion showed that it would be acceptable to Her Majesty's Government and to the 
ALO. to put off oil talks, after relations were resumed, until the Persians were 
ready for them. ‘The aim should be to restore diplomatic relations by means of a suitable 
expression of goodwill without committing the Persians to bargain or Her Majesty's Govern- 
‘ment to anything which would prejudice negotiations, and then seek by direct approach with 
the Persian Government to prepare them for a satisfactory settlement, allowing time for the 
education of the Persian people. 

Me. Hoover said it would cerinly be advantageous for Her Majestys Government 10 be 
able to approach the Persian Government direct. ‘The Swiss Minister was an unsatisfactory 
intermediary. I was difficult to assess how much time would be needed to educate the 
Persians or how far time was on the side of Her Majesty's Government, A start had been 
made by the publication of the charts to which he had referred and the Persian press had said 
that the fects they showed would compe! the authorities to find a solution to the oil problem. 
‘The present allocation of American aid would end on 31st March, 1954, and as that time 

the Persians would become anxious to get an oil seitlement. ‘The period before 
the aid ended would be the time to drive a bargain, but the settlement must be permanent. 
It would be dangerous to make an interim settlement, but if a permanent settlement had not 
teen made when American aid bad stopped it would be best to Keep the Persians going from 
month to mont 
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‘COMMUNIQUE ISSUED BY THE PERSIAN MINISTER FOR 
FOREIGN AFFAIRS ON OCTOBER 31 


(Communicated to the Foreign Office by the Swiss’ Minister on November 10) 


As you have no doubt noticed, the speech which Mr. Eden the British Foreign Secretary 
made on October 20 in the House of Commons, contained passage referring to Iran in terms 
of sincere friendship. The fact that Mr. Eden particularly requested the Swiss Minister to 
[resent the text of this specch personally to the Prime Minister indicates, in my opinion, that 
Mr. Eden desires to confirm the importance to be given to the tone of his speech. 

2. The statements and sentiments expressed by Mr. Eden give us cause for appreciation 
‘and pleasure. In view of the fact that the existing dispute is between the Iranian Government 
‘and the former oil company, the Government wishes to assume that there is no insuperable 
‘estrangement between the two peoples and their Governments, 

3. Meanwhile you are of course aware that Mr. Eden had previously stated that the 
British should reconsider their policy towards Iran. The Iranian Government hope that 
Me. Eden's recent statement is a sign of a new policy and a preamble to a new chapter in 
friendly relations between the two countries. 

4. As the Prime Minister has already stated the only expectation of the Iranian Govern- 
‘ment is that in the settlement of the oil dispute the relevant laws of Iran shall be respected and 
that the principles of Iran's prestige and national honour, and those of justice and equity 
should be observed. 

It is presumed that as soon as the preliminary conditions have been met, there will 
be no difficulty in re-stablishing diplomatic relations between the two countries and we hope 
that these relations will be based on reciprocal respect and sincere co-operation, 
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MESSAGE FROM Mr, HOOVER TO THE UNITED STATES 
AMBASSADOR IN TEHRAN 


Foreign Office to Sir R. Makins (Washington) 


(No, 3814. Saving Confidential) Foreign Office, 
(Telegraphic) November 10, 1953. 

My telegram No. 4619 (of November 7). 

‘As a result of our discussions with Hoover on resumption of diplomatic relations, he 

undertook to telegraph to United States Ambassador in Tehran on the following lines = 

(0) Hoover had thought it better not to leave with me the Persian document setting out 
their preliminary views on the principles of an oil settlement (paragraph 3 (b) of 
my telegram under reference), I had said that I was very glad to hear that the 
Persians had taken the initiative but there was much in the Persian memorandum 
which it would not be possible {0 accept, It seemed to me that discussion of this 
complicated problem was bound (o take much time and the establishment of 
mutually acceptable principles, as a preliminary to discussions on details, was 
frequently the most difficult part of any negotiation. I was however sure that 
‘with goodwill a satisfactory solution could be found but direct contact was necessary 
to achieve this. 

(8) We were now proposing to make « further communication to the Persian Government 
repeating our belief that diplomatic relations should be resumed without delay, and 
stating in very general terms our hope that, when the Persians wished to begin oil 
‘negotiations, it should be possible to reach a settlement on the basis of justice and 
equity. Hoover agreed with our policy of trying to get diplomatic relations first. 

2 Officials then discussed the form which an oil settlement might take. The following 

jpoints were dealt with :— 

(@) The attitude of Her Majesty's Government was that the question of compensation 
could be put aside only if settlement were made direct between the Persians and 
A.LO.C. This was essential also from the point of view of the prestige of British 
‘Companies in other parts of the Middle East, and of the security of foreign com- 
panies of all kinds in those countries. Hoover on the other hand gave it as his 
firm opinion that the Persians would not negotiate with Anglo-franian, and that 
they would not be willing to make an agreement with the Company only. (See 
also paragraph 6 below.) 


48053, ae? 
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(0) Hoover's suggestion, to overcome this, was that a consortium should be formed of 
British, American and perhaps other oil compaties, the memiers of which would 
buy 8 proportion of A.0.C.'s rights in Persia. He did not think that the Persians 
would accept more than 25 per cent. participation by A.1.O.C., of more than 2 total 
‘of 50 per cent. participation by Bntish Companies. He said that it would be 
desirable to limit the American membership to the major American Companies 
With interests in the Middle East. For intemal United States" reasons, however, 
‘and particularly because of the Anti-Trust Laws, he thought it. would be necessary 
for the arrangement to be open to other American domesti¢ Companies to joi 
they wished and could afford to do so. 

(0) Management : Hoover's view was that the Persians could eventually be brought to 
accept the necessity for foreign management of the industry, ‘e., management by 
the consortium ; there would be no difficulty, he thought, in reconciling such an 
arrangement with the Persian Nine-Point Nationalisation Law. 

(d) International Bank : Wt was agreed that, on the hypothesis that Hoover was right in 
excluding the possibility that A.1.0.C. could retum alone, there might be many 
advantages in participation by the International Bank in the settlement. Hoover's 
idea was that the Bank might make two parallel contracts (i) with the Persians. and 
(Gi) with the consortium. "The contract with the Persians would enable the Bank to 
‘operate the industry oF to arrange for its operation by an agent, The contract 
with the consortium would appoint the latter as the Bank's agent to operate the 
industry and market the oil. We did not discuss this in detail with Hoover. 

3, Iwas agreed that, at first sight, participation by the Bank might have the following 

advantages >= 
(0) The Bank would be in x position to ensure that revenue from oil went to the Persian 
Exchequer rather than into the pockets of individual members of N.LO.C, 

(Gi) It would perhaps be more difficult for a future Persian Government to break a contract 
‘with the International Bank than one with a purely commercial organisation. 

(Gil) While the agreement could not be in any part secret, it would be easier for the Persian 
‘Government to sell an International Bank solution to the Persian public, 

(iv) The companies participating in a consortium would be more willing to come in 
because of the security offered by the presence of the Bank. 

(¥) It might make it easier to arrange compensation for A.LO.C. 

(vi) It might make possible a higher British participation than would otherwise be the 

case (Hoover doubted this). 


(vil) The Persians might allow the Bank greater operating control within the framework 
they could allow 


th point Law than they ft they could allow to any foreign consortium, 

(vil) The Persians would feel that the International Bank would see fair play and audit 

receipts: and the Bank representative in Tehran, who should be a man of the 

highest calibre, could act as an unofficial arbitrator between the Persians and the 
consortium. 

(ix) Temight help us with other Middle East oil countries. We do not want them to think 

that they can, at wil, expel oe foreign company and replace it with a consortium 
‘of their own chocsing. They might not be so keen on bringing in the International 
Bank : but if the pressure of nationalisation became irresistible in those countries, 
it might be preferable that the International Bank should be brought in than that 
All the foreigners should be expelled, 

(3) Participation by the Bank in the oil seitlement might lead to other Bank activities in 
Persia, and loans to Persia for capital development ; this, since Persia's economic 
‘welfare is of high importance, would be greatly desirable, 

{xi) It would be much easier for an International Bank Delegation (which would include 

Natives of the oil industry) to negotiate in Tehran, than for any delegation 
‘of foreign companies, 

(sii) The Bank might lend the money for rehabilitation. 

4. It was recognised that there might also be disadvantages to International Bank 
participation, a question which would need to be gone into carefully. It was agreed, however, 
that Hoover, on his return to Washington, should explore with the International Bank the 
osibity of their participation, on the clear understanding that such discussions must te 
absolutely secret and without any commitment. He said that the Persians had alse asked him 
to do this. He also made it clear that he would continue to explore the possibility of a 
consortium, 

$._ Marketing : Hoover said he had told the Persians that if they worked with the major 
oil companies they might sell 30 10 40 million tons of oil a year. They bad the choice of doing 
this of of trying :o market on their own, in which case they would never sell more than 3 or 4 
million tons per annum. He said he did not think the Persians were interested in marketing 
oil outside Persia, and that General Zahedi had refused to sanction deals with private American, 
Italian and Japanicse merchants, | The Persian altitude was that there was a market for Middle 
East oil of approximately 120 million tons a year, and that they were entitled to a quarter share 
ofthis (he other quarters being sold by Saudi Arabia, Kuwait and Iraq, who at present were 
supplying the whole market) 
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6, Representatives of the Anglo-tranian Oil Company were present at the first and last 
‘meetings with Hoover. At the first meeting. their Chairman, stood firmly on the principle 
that A.LO.C. had a right to their business in Persia, and that any settlement must be between 
ALLO.C. and the Persians, who must recognise A.1.O.C.s rights in full. Only if A.1.0.C. 
could satisfy themselves, on the basis of direct observation by British representatives, that the 
Persians would not make a settlement with them alone, would they be willing to consider a 
consortium ; and in that event they would expect to issue the invitations. Hoover subsequently 
‘had private discussions with the Company. from which it is hoped he may have gained the 
impression that they are not really so inflexible as their opening position would suggest. Indeed, 
Sir William Fraser suggested to him that in many respects the Persians might find A.1,0.C. less 
figid than a consortium of major oil companies. 

7. Ata final meeting on the afternoon of November &, Hoover stated that, ideally, both 
the United States Government and the United States oil industry would like to see a return of 
Anglo-lranian to Persia; but he did not consider this possible. He thought it important, 
hhowever, that the British should have an opportunity to assess the situation themselves, {., by 
‘observation on the spot after re-establishment of relations. 

8. It was agreed that the attempt to re-establish diplomatic relations without prior 
commitment oa oil should be pursued ; that any other discussions which Hoover might have 
should be without commitment ; and that they should be so designed as not to prejudice a 
resumption of relations. Hoover said. however, that he thought that his fact-finding mission 
was now completed and he wished to be free to move about to London or Tehran without 
aitracting comment either from Her Majesty's Government or from the Press. 
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AIDE-MEMOIRE COMMUNICATED BY UNITED STATES EMBASSY 
ON NOVEMBER 12, 1953 


‘Summary of Statements by the Persian Foreign Minister 


(Confidential) 

‘The following represents a summary by Ambassador Henderson of statements made to 
him by the Foreign Minisler of Persia, Mr. Entezam, during their conversation at noon on 
November 11: Mr. Entezam asked for this summary and both he and General Zahedi have 
approved it as an accurate reflection of what might be the necessary move toward the resumption 
of diplomatic relations. 

* Mr. Entezam had been giving much consideration to the questicn of resuming diplomatic 
relations and had had several talks with His Imperial Majesty and with the Prime Minister, 
General Zahedi, during the last two days on this matter, — All were agreed upon the desirability 
‘of an carly resumption of relations but the problem was to find a means of bringing this about 
Without alienating large sections of the Iranian public, In the absence of some indication of 
an advance toward a settlement of the oil dispute the public would certainly interpret the 
resumption of relations as a capitulation by Peisia to Western pressure. For this reason, the 
Government decided several weeks ago that an agreement on the principles of an 
should precede or accompany the resumption of relations and had issued a public statement 
to that effect.” 

“It would be extremely difficult for the Government cf Iran to announee the resumption of 
relations, especially following the issuance of such a statement, without being able to show at 
least some progress toward a settlement of the oil question. Mr. Entezam was therefore 
wondering what Mr. Eden might think of sending an emissary who had the confidence of 
Her Majesty's Government to Tehran at once for the purpose of discussing this matter with 
General Zahedi and Mr. Entezam in an informal and frank manner. Given a friendly atmos- 
phere as well as a willingness on each side to understand the other's problem, it might prove 
possible during the course of such discussions to find a way to resume relations without 
resultant embarassment to either Government. 

“Me. Entezam believed that until such time as an agreement had been reached and a joint 
ommuniavé prepard, it might be preferable forthe despatch ofthis emissary and the ensuing 
discussions to be treated as secret. If, however, there should be a leak it could be explain 
that the emissary had been sent at the Persian Government’s suggestion for the purpose of 
exchanging views regarding the resumption of diplomatic relations between Persia and the 
United Kingdom, If Mr. Eden should think well of this suggestion, the emissary could be 
sent immediately without further formalities. On the other hand, if Mr. Eden should prefer, 
‘4 more formal suggestion along these lines could first be submitted by the Persian Government 
through the Minister of Switzerland.” 
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EP 1051/62A No. 86 
RESUMPTION OF DIPLOMATIC RELATIONS 
Aide-mémoire (Communicated to Swiss Legation on November 14) 


Foreign Office, 

(Contfidentialy November 14, 1953. 

Her Majesty’s Principal Secretary of State for Foreign Affairs will be grateful if the 
following message from him could be transmitted to the Persian Prime Minister -— 

“Thank you for the message I received through the Swiss Government on the 30th of 
‘October, about the resumption of diplomatic relations. am very glad to know that you share 
‘my wish that this should be done as soon as possible. Obviously our countries should be in 
normal and direct touch. The problem of oil is complex and will require study and time to 
resolve, and I feel that for us to be in direct touch will help us both. I'do not think that any 
useful contacts can be made except by way of properly accredited representatives. 

™ realise, however, that the resumption of diplomatic relations presents difficulties at this 
time to your Government, and I am consi in the light of your Foreign Minister's 
‘comments as reported by Ambassador Henderson, whether there is anything further Ian do to 
assist you in this respect.” 


No. 87 
RESUMPTION OF DIPLOMATIC RELATIONS : PERSIAN PROPOSALS 
Sir G. Jebb to Mr. Eden. (Received November 16) 


(No. 1099. Confidential) New York, 
(Telegraphic) November 16, 195 

From Minister of State 

Enfezam asked to see me yesterday. He said he had been instructed to represent in 
Washington and to me that Persian Government were unwilling to agree to our proposal for 
resumption of diplomatic relations before starting oi! negotiations. He said he thought it 

bable that his Government felt they could not announce resumption of relations while 
usaddig’s trial was taking place. 

2. [ pointed out dangers to Persian Government of delaying opening of negotiations and 
difficulties of negotiating except by direct contact in Tehran. Entezam agreed but wondered 
whether it would not be possible to agree on some principles as a basis for negotiations which 
could be announced simultaneously with resumption of relations. 

3. In reply w my enquiry Entezam said he supposed Musaddiq’s trial could not last 
much more than another week. 1 said that if that were so 1 hoped that immediately it was 
concluded the Persian Government would grasp the nettle and agres to the resumption of 
relations. They could always say that it was for mutual convenience to facilitate further 
negotiations on the ait question. 

4. Lsaid that I would report what he had told me to you. He said he expected to make 
nis representation in Washington on November 16 oF 17. Full record of conversation by bag. 

5. Lshall be glad to know what yeu would like me to say to Entezam. Should I tell him 
anything of our reactions to what Hoover told us after his visit to Tehran? 
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RESUMPTION OF DIPLOMATIC RELATIONS: —_AIDE-MEMOIRE 
(COMMUNICATED ON NOVEMBER 16, 1953, BY UNITED STATES 
EMBASSY) 


(Confidential) 

On the 15th November, Ambassador Henderson told the Persian Minister for Foreign 
Affairs, Mr. Entezam, that he had received word from London indicating that the British did 
not think it would serve any useful 10 ty to solve such matters as were outstanding 
between the United Kingdom and Persia except through properly accredited representatives. 
Mr. Henderson added that his understanding: based on the word he had received, was that the 
British were studying the comments which Mr. Entezam had made to him with a view to 
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ascertaining whether there was anything that Her Majesty's Government could appropriately 
do to make it easier for the Imperial Government of Persia to resume relations immediately, 
‘and that the Minister of Switzerland would probably deliver a message from the British Govern 
ment along these lines in the next day or $0. Mr. Entezam commented that he was sorry the 
suggestion which he had made had not appealed to the British but that he would at once inform 
the Shah and the Prime Minister, General Zahedi, and would confer with Mr. Hendeison again 
after he had received the British message through the Swiss, 

On November 16 the Swiss Minister went 10 see Ambassador Henderson and stated that 
hhe had been instructed to deliver & message to the Persians from the British and that parts 
‘of this message referred to certain comments which had been made to Mr. Henderson by 
Mr. Entezam. In reply to the Swiss Minister's request for information on this peint, Mr, 
Henderson in utmost confidence showed him the summary of Mr. Entezam's remarks which had 
been forwarded by Mr. Henderson in his Message K, The Swiss Minister was going to try 
to sce Mr. Entezam the same day. 
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DISCUSSIONS BETWEEN Mr, HOOVER AND THE 
INTERNATIONAL BANK 


‘Sir R. Making to Mr. Eden, (Received November 18) 


(No, 2530. Confidential) Washington, 
(Telegraphic) November 17, 1953. 

Your telegram No. 4784, 

‘A member of my staff saw Hoover again this morning, and asked how his discussions with 
the International Bank were going. Hoover said that he bad begun by making it clear that 
hhe was not at this stage consulting the Bank offically, since this would bringin all the National 
Executive directors. He was accordingly having informal talks with Black, Garner and 
Prudhomme, Their initial reaction to his proposals was favourable, and indeed he thought 
they were privately enthusiastic about the project. 

2. An important consideration, which his discussions with the Bank bad brought to light, 
‘was the necessity of ensuring that the whole of the revenues accruing to Persia under an agree: 
‘ment reached with or through the Bank, should in fact be paid into the National Treasury. 
He thought the Bank would refuse to deal with the National Iranian Oil Company, particularly 
in view of the serious allegations of corruption which had been made against it, 

3. Hoover thought it was entirely reasonable that you should wish to have direct contact. 
With the Bank on this subject. I have arranged to meet Black myself at the beginning of next 

4. Hoover asked that you should be informed that he has no plans at present for a second 
Visit to either Tehran or London, but that he can always leave at short notice if there is a useful 
ppart for him to play. One idea in his mind is that some advantage might be taken of Nixon's 
visit to Tehran, which is due on or about December 9. If this seemed feasible, Hoover eculd 
‘arrange to be there at the same time and to brief the Vice-President. 

5. Hoover again spoke with considerable sympathy of the position of the A.1,0.C. 
He said that in his view it was most desirable that the American companies should have direct 
contact with the A.1.0.C., and in particular with Sir William Fraser, and that he had advised 
them to initiate discussions on a purely industrial level, He thought that if they adopted 
this suggestion they would entrust the presentation of their views to Gulf, in view of the latter's 
‘existing relationship with the A.LLO.C. 





EP 1015263 No. 90 
PERSIA : QUARTERLY POLITICAL REPORT 
Political Events in Persia—July to September 1953 


(Confidential) 

Dr. Musaddiq, whose high-handed and unconstitutional behaviour had steadily been 
losing him popular support, came to rely more and more on the Tudeh (Communist) Party, 
With their help he attacked the remaining vestiges of constitutional government. The Shah 
sll stood in his way, however, and it appeared that his unsuccessful attempt to dismiss Dr, 
Musaddig had precipitated the advent of 2 Communist régime and his own abdication. Bui 

















108 


a surprising outburst of popular emotion then swept away Dr. Musaddiq himself, and the 
‘Shah regained, in one day, a degree of influence which be had hardly enjoyed even tefore the 
assassination of General Razmara in 1951. The new Government of General Zahedi succeeded 
in restoring order, but many of Persia's most vital problems still await a solution. 


Events Leading to the Change of Régime 

2. At the end of June Dr. Musaddig had scored a notable success by ousting Kashani 
from the presidency of the Majlis and substituting his own nominee. ‘The Opposition, however, 
did not accept defeat and, no doubt encouraged by General Eisenhower's public withdrawal 
of support from Dr. Musiddiq. tabled interpellations against the Government for the 14th of 
July. Dr. Musaddiq refused to attend the Majlis to answer and began privately to threaien 
‘a referendum, by which the Persian people should be asked to chcose between himself and the 
Majlis. Using this threat, he persuaded the greater number of the Deputies to resign, 10 
Uthat the’ Majlis could no longer meet for want of a quorum. 

3. The extent of Musaddiq’s dependence on the Tudeh was shown on July 21, whea 
there was a large demonstration to commemotate the riots which ended the short-lived premier- 
ship of Qavam in 1952 ; the bulk of the demonstrators were Tudeh-inspired and the Government 
participation was insignificant. 

4. Having reduced the Majlis to impotence, Musaddiq on July 27 called for a nation-wide 
referendum to decide whether it should be dissolved. To objections that the constitution 

rovided for nio such referendum, he replied that **no law can Sverride the people's will 
Tire referendum was completed by August 10. No trickery or intimidation was spared to 
produce the desired result, and in this the Government had the complete and efficient co- 
‘operation of the Tudeh, The result showed 2 million votes in favour of dissolution to just 
‘over 1,000 against. On August 14 Musaddig called on the Shah to dissolve the Majlis. 

5. Surprisingly, the will of the Opposition was not by any means cowed. On July 27 
they had taken sanctuary in the Majlis, whence, on August 9, they sent a telegram of protest 


to the United Nations. 
The Events of August 15 10 19 

6. For some time the newspapers conteolled by the Tudeh had been warning the Govern- 
spent of an impending mlitary ovp, with which they had connected the vss to Tehran of 
Princess Ashraf at the end of July and of the American General Schwarzkopf (whose audience 
‘with the Shah had also been violently attacked by the press organ of the Minister for Foreign 
Afars). On August 15 these ‘stated that the coup had been du to take place the 
previous night but had been postp»ned for 24 hours. That evening the Imperial Guard 
‘arrested several of Musaddiq’s Ministers and delivered to him what purported to be a copy of 
a decree from the Shah dismissing Dr. Musaddiq and appointing General Zahedi in his place. 
Musaddig had, however, been forwarned of this plan, which miscarried, principally because 
the conspirators failed (0 seize the General Staff headquarters. “On hearing this, the Shah at 
‘once flew to Bagdad, later alleging that he had done so to avoid bloodshed 

7. Musaddiq’s first act was to Issue a proclamation under his own authority dissolv 
the Majlis. Later in the day masv mectingy were organised (0 protest against the Shah's 
conduct ; and Communist spokesnien and Government-controtled newspapers vied in hurling 
Insults at him and at the dynasty, The Tudeh were now openly campaigning for a referendum 
to end the monarchy. 

8. Musaddiq, it appeared, still hesitated to put himself entirely in their hands, although 
hhe was in constant communication with them. By August 18, the police had orders to break 
up Tudeh demonstrations and there was no longer the co-operation between Musaddiq and the 

‘ommunists which had been 40 successful in the demonstrations of July 21, and in the 
mW of the referendum. The general public seemed alarmed and disgusted by the 
‘campaign : the army, whose loyalty to. Musaddiq had always been doubtful, were 

offended by a circular instruction to omit the Shah's name from army prayers ; and the 
Opposition press, which somehow managed to continue publication, revealed that General 
Zahedi had not abandoned his hope of establishing a new Government and published facsimiles 
Of the Shah’s decree appointing him Prime Minister. 

9, Thus when, on the morning of August 19, Royalist demonstrations started in the 
Bazanr, the two forces which might have suy them—the Communists and the army— 
‘were not fully supporting Musaddiq. The trations spread to the north of the town 
the Royalists succeeded in capturing the radio station, which enabled them to give the impression 
to the country at large that they were in control ; and by nightfall Musaddiq and his Ministers 
‘were in hiding and General Zahedi had taken over control. The large provincial centres 
quickly followed the ead of Tehran, although Musaic’s supporters eld out longs in Ifahan 
than elsewhere, The Shah, who was by this time in Rome, was soon on his way back to 
Persia, where he arrived on August 27. 


Developments After the Change of Régime 

10. The new Government’s first task was to re-establish and strengthen internal security. 

For some days there appeared a danger that the Tudeh would not accept defeat and would 
attempt a counter-coup, The Government acted against them with great energy, seizing large 
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quantities of subversive literature, some arms, ammuniticn, duplicating equipment and so 
forth, and making many arrests—but with incomplete efficiency, so that many of the key 
leaders of the party slipped through their hands. But at least the Government can reasonably 
claim to have largely separated the party from the masses, by suppressing its overt newspapers 
‘and cover organisations (such as the Partisans of Peace, and the Democratic Youth Movement). 
The party has had to go underground, where, however, its organisation, still Largely intact, is 
‘engaged on a vigorous campaign for a United Front with other elements opposed to the present 


__ Il. The size and influence of these clements should not be underestimated. Not in 
vain had Dr. Musaddiq for two years posed as the champion of Persian nationalism ~ nor had 
his régime failed to create, like other arbitrary Governments, a vested interest in its own survival, 
Jn particular, the strong Qashai tribe in the south of Persia, whose Khans had always opposed 
the Shab, had under Musaddiq been freer than before from governmental and particularly 
from military interference. Several of the Khans escaped seizure by the Government and 
retreated to their mountain fasiness, where the Government was soon faced with a minor 
rebellion. | This, however, it succeeded in limiting; and by the end of the quarier the Qashqais 
‘were no longer a serious threat to security. Another clement of potential opposition was 
constituted by those Nationalist leaders who, during Musaddiq's supremacy, had quarrelled 
‘with his autocratic methods. ‘The arch rabble-rouser Kashani did not resume political activity, 
and is perhaps saving himself for a come-back later. Other leaders such as Bagai and Makki 
fave only conditional support to the new Government and later began to move into open 


12. Musaddiq had also derived support from middle-ciass groups who saw his régime 
as the only altemative to the continuance in power of the corrupt snd sem-eudal class Which 
hhad largely governed Persia since the abdication of Riza Shah. To these groups the new 
Goverment had apparently litle o offer. The Cabinet, hastily formed directly after the change 
of régime, consisted largely of the traditional class of politician who had been in and out of 
office for years, and although General Zahedi had begun with sweeping but vague promises of 
social reform, few specific measures to this end were announced, still less put in hand. 

13, Another threat to the new Government's stability came from its delay in dealing with 
Dr. Musaddiq and his Ministers, all of whom, the Minister for Foreign Affans, Husain 
Fatimi, were arrested in the first few days afier the change. Ii was some weeks before even the 
preliminary investigation, necessary before formal charges could be made, started ; and by 
the end of the quarter the trial, which was to be before a military court, had not begun, This 
hesitation in dealing with Dr. Musaddiq naturally gave heart to his supporters 

1a. Another grave wethness was the inceasing reports of disenion between the Shah 
and his Prime Minister over the control of the army. Belore Dr. Musaddiq deprived the Shah 
of hi last powsis over the armed forces, the Shah had the recognised right of appeinting the 
Minister of War and Chief of General Staff - but he now claimed to be in fact as well as in 
name commander-in-chief, and appeared to resent any " interference” by Geneial Zabdi with 
the armed forces, oing 40 far as (0 say that the Prime Minisir had nothing to do with then 

Economic 

15. ‘The new Government lost no time in telling the world in what a sorry pli 
pray of Musaddig’s rule had left the country’ finances. The Shah broadcast a pos eta 
for help and the Minister of Finance gave figures for total Government indebtedness, wl 
rather misleadingly included the total of Government debts to the Central Bank which had 
bbeen accumulating for many years. On September 26 General Zahedi addressed to President 
Eisenhower a formal appeal for help, which the President promptly answered with a grant of 
$45 million, Some of this was paid over almost immediately to the Persian authorities, who 
Were then faced with the problem of how to convert it into rials to meet their budget deficit. 
‘They could only do so initially by selling the foreign exchange for rials, 1o merchants who wished 
to import foreign goods ; but the existing import licensing policy, excluding all non-essential 
goods, did not permit of a sudden large expansion in Persian imporis. Further, the merchants, 
expecting that the new abundance of foreign exchange would move the exchange rate in favour 
of the rial, were holding off, Later a scheme was worked out whereby the Bank Melli made a 
rial Joan to the Government covered by dollars from the United States allocation, which would 
pass into the possession of the Bank Melli should the Government fail to redeem the loan. 


Foreign Affairs 
From July I to August 19 

16, July saw a radical alteration in United States policy towards the Government of 
Dr. Musiddig. Some time previously Dr. Musaddiq had asked President Escohower for 
extensive American financial help. The President replied that the United States Government 
‘gould not consider giving this help so long as the Persian Government refused to settle the oil 
dispute on reasonable terms and thus to take advantage of their own abundant resources. 
Until that bappened American public and Parliamentary opinion would not understand any 
action by the Administration (0 give large-scale help to Persia. This letter was eventually 
Pablished on July 12, much against Dr. Musaddiq’s will, and had an instantaneous and 
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unfavourable effect om his standing in Tehran. This was followed up on July 
‘expressing alarm at the latitude allowed by Dr. 


‘welcoming this initiative, had expressed their 
cover the whole range of differences 
liabilities towards Persia in 
obsolete clauses of the 192t Treaty a 
decided the Soviet Government to take the 


discuss the whole range of differences between the 

these discussions arrived in Tehran on August 13. Meanwhile 

Soviet Ambassador in Tehran, had left amid demonstrations of friendship by the Persian 
Government, and had been succeeded by M. Lavrentiev, formerly Soviet representative in 
Roumania and in Yugoslavia, where he had been at the time of Marshal Tito's defection. 


After August 19 

18. The new Government were naturally preoccupied in re-establishing law and order at 
home and with other internal problems and had little time to spare for foreign affairs. Never 
theless it was clear that General Zahedi was concerned to repair the damage done by Dr. 
Musaddiq to Persia's relations with the rest of the world. One of his first acts was to visit 
the Ministry of Foreign Affairs and address the olfcials there on his desire that Persia should 
‘maintain friendly relations with all other countries. The Acting Minister for Foreign Affairs 
also invited the foreign representatives in Tehran to stimulate the despatch of congratulatory 

{to the Shah from their respective Heads of State. The biggest feather in General 
Zahedi's cap was of course an open message of congratulation from President Eisenhower 
‘which was published shortly after the change of régime, 

19, General Zahedi had naturally to be cautious in his aj nglo-Persian 
relations. In a broadcast only a few days after the change, the Shah had said it would not be 
his Government's policy to resume diplomatic relations with Britain and that they 
stood by the nationalisation policy of Dr. Musaddiq. General Zahedi’s line, so far as it could 
te deduced, was rather less negative and in a fetter of August 26 to the President, appealing for 
‘American help, he used a form of words which indicated that his Government would be 

repared to work for the settlcment of their differences with Britain. | Early in September the 
Shah, through the Swiss Minister, and General Zahedi, through Mr. Henderson, sent messages 
to Her Majesty's Government expressing their general wish for good relations and suggesting 
‘some undefined * gesture" which might make it easier for them to make such a policy palatable 
to Persian public opinion. It appeared that the Government had. not definitely decided 
whether to resume diplomatic relations before entering on negotiations for an oil settlemeat or 
vice versa, though it was plain that the lattee course had the greater appeal for them. | Late in 
September a request reached Her Majesty's Government through the United States Ambassador 
in Tehran for hep in sopping rallvay construction material, which had been ordcred from 
Britain in 1950 and of which deliveries had been interrupted by the 1951 crisis. A few days 
later Mr, Entezam, Persian Ambassador ia Washington, met the Minister of State in New York 
and spoke to him, on instructions, of his Government's desire for friendly relations, but also 
of their fecling that some progress towards an oil settlement might have to be made first. 

20. Immediately before the abortive attempt to oust Dr. Musaddiq on August 15, the 
Save pes septic, wits wncnaay cee: te pee carved in the Tehran Com 
munist press that a Royalist coup was impending. The subsequent anti-monarchic manifesto 
of the Tudeh Party was piven great publicity by the Soviet machine. The latter, 
evidently nonplussed by the sudden Royalist recovery, made no comment of its own on the 
Persian situation, but managed, by discreet quotation, to suggest that the change of régime had 
been engineered by the “ American imperialists". There can be little doubt that the Soviet 
Government wete genuinely taken aback by this change, and that they had been expecting the 
rapid arrival of a Tudeh Government. Perhaps no one will ever know what truth lay in the 
report which burst on Tehran on September 1 that the Soviet Ambassador had committed 
‘suicide, fearing recall to Moscow after the failure of Soviet policy. He remained incommusicado 
in the Soviet Embassy ly suffering from heart disease, until September 9 when he was 
seen by the Persian Chief 

21. ‘The policy of the new Persian Government towards the Soviet Union was cautious 
and sensible. It was their declared intention, while combating communism vigorously in 
Persia, to prescwve correct and if possible friendly relations with their northern neighbour and, 
soon after his accession, General Zahedi announced his intention of resuming the negotiations 
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‘questions with the Soviet Governiment as soon as practicable, A few weeks 
‘usual annual barter agreements was signed between the two countries. The 
iotested at various outspoken attacks on the Soviet Union published in the 

and the Persian Government began to find increasing cause of complaint in the 
viet and Satellite propaganda attacking the new régime ms an American puppet. 


out 
Daring its lat days, the Murad régime was 


a with its struggle against 
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Constitution and had little time to spare for oil. Indeed, at the beginning of August 

formed a foreign press correspondent that there was now no. hope of fresh 

tions to settle the ofl problem, although on August 10 it was announced that a dossier 
ims against the Anglo-Iranian Oil Company was being prepared. 

. The new Government abstained as far as possible from commenting on the oil 
problem, which they maintained must wait until internal order and stability had been re- 
stablished. But they soon began to declare that they had every intention of reactivating the 
Persian oil industry and by the middle of September various newspapers known to support the 
Government were emphasising the nced for an oil settlement. On September 27 a Government 
spokesman announced that no decision on the oil question had been taken by the new Govern 
ment : they were still studying reports on the oil industry submitted to them by the National 
Iranian Oil Company. The next day the Government published « long communiqué giving a 
frank account of the deplorable state of the oil industry after two ycars of nationalisation. 
Equipment, particularly transport, had seriously deteriorated and the N.LO.C, owed large 
sums of money to the Government. Sales of oil made during these past two years had been 
negligible and much capital and many technicians, which could only come from abroad, were. 
necessary before production on a reasonable scale could be resumed. This statement was taken 
up and vigorously commented on and applauded in the press. 

_ 24, One result of the change of régime had been to cast doubt on the various contracts 
signed but never brought into execution between Persia and various foreign firms, principally 
Iialian, for the purchase of Persian oil in the face of the “embargo”. The promoters of these 
contracts were scurrying anxiously around fing whether all their dreams of sudden 
‘wealth must now be held to have vanished. The new Government, at any rate, were no longer 
much interested in sales at a heavy discount, which, even under Dr. Musaddig’s régime, had 
provoked much criticism in Persia, It was announced in the first half of September that the 
‘original offer of a 50 per cent. rebate would expire in the middle of the month, 


Eastern Department, 
November 19, 1953. 
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UNITED KINGDOM PROPOSAL FOR A JOINT ANGLO-PERSIAN 
COMMUNIQUE 


Foreign Office to Sir Gladwyn Jebb (New York) 


(No. 1337, Confidential) Foreign Office, 
(Telegraphic) November 21, 1953, 

Your telegram No. 1099 of November 15, For Minister of State. 

For your information only, 1am now trying to draft, in consultation through the United 
States Embassy here with Henderson at Tehran, a joint Anglo-Persian conse which, 
after announcing agreement to resume relations, would go on to rehearse a formula about 
oil calculated to meet Entezam’s point in paragraph 2 of the ‘under reference. The 
seme i a att etna ons in Pa rere Eo 

‘me that in his view my draft formula might permit the Persians to agree to exchan 
Ambassadors, I shall ask Swiss Minister to put it to Zahedi. ~ 

2. In any further talk with Entezam you might take the following line. Agreement on 
principles is frequently the most difficult part of any negotiations, and it is putting the cart 
before the horse to suggest that the principles of an oil settlement should be seitled before 
negotiations begin. We entirely agree that the two Governments ought to be in direct con- 
tact, and indeed direct contact is the only practical way of negotiating an oil settlement. The 
proper way to establish such direct contact is through an exchange of Ambassadors, We 
recognise that the Persian Government face difficulty with their public opinion. But this 
<iffculty is at present no greater than that which they will face when they come to i 
‘an oil setilement, however good, to their public opinion. It is up to the Persian Government 
to reeducate their public, and we believe that the efforts already made in this direction could 
be more vigorously pursued. As for Hoover's visits to Tehran and London, although useful 
they were no substitute for direct contact. 
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SUGGESTED TERMS FOR A JOINT ANGLO-PERSIAN COMMUNIQUE 
Aide-mémoire handed to the Swiss Minister on November 24, 1953 


Foreign Office, 
(Confidential) November 24, 1953. 

Her Majesty's Principal Secretary of State would be glad if the Swiss Minister at Tehran 
‘could be instructed to pass the following message to Mr. Entezam, the Persian Minister for 
Foreign Aflairs:— 

“You will recall that, in the last message I sent to General Zahedi, 1 said that I was 
considering whether there was anything further 1 could do to assist the Persian Government 
in their difficulty over @ resumption of diplomatic relations, I have given much thought to 
this, and believe that the best way to proceed would be for us to agree upon the text of a joint 
comimuniqué which could be put out simultaneously in Tehran and London. The terms of 
the communiqué might be as follows — 

™ Her Majesty's Government and the Persian Government have now decided to resume 
diplomatic relations and to exchange Ambassadors without delay. They will thereafter proceed 
at the earliest mutually agreed moment to negotiate a settlement of the oil dispute which has 
recently clouded relations between them and thus to complete the restoration of their traditional 
friendship, ‘They are confident that, with goodwill, a solution can be reached which will take 
account of the national aspirations of the Persian people regarding the natural resources of 
their country and which, on the basis of justice and equity, will safeguard the honour and 
interests of both parties. 

“Thus it is hoped. that a real contribution will have been made to the welfare of the two 
peoples and to the cause of peace and international co-operation ", 

very much hope that you witl be able to concur in the wording that is suggested above 
‘and, in that event, all that will remain for us to do is to consort, through the Swiss Govern- 
‘ment, the time at which we should make our simultaneous announcement. I should be quite 
ready to leave the choice of time to you, but would suggest that it should be as soon as possible. 
T feel strongly, as you know, that the present estrangement between our countries should be 
‘ended without delay 





EP 1015/268 No. 93 
REPORT ON THE POLITICAL SITUATION 


(Communicated by United States Embassy on November 24, 1953) 
(Confidential) 


There follows Embassy Tehran’s general appraisal of the current Iranian political situation 
‘and the projection of the appraisal into 1954 : 

1. Despite opposition criticism, the Government of General Zahedi, as the legally desig 
nated régime of the Shah, will seemingly be able to remain in power for some time to come, 
provided the Shah does not allow it to be undermined and provided at the same time the Shab 

emits the Government t0 eatry out effective measures to reduce opposition. The political 
forces of the Nationalists continue disrupted and there appears no popularly recognised 
Nationalist political leader available other than Musaddiq and he, of course, is in prison. 
‘The decisive political foree in the country for some time has been the armed forces although 
under the régime of Musaddiq this fact was somewhat obscured by the unwillingness of the 
Shah to use the armed forces in a manner contrary to Musaddig’s desires. It was because 
Musaddig was not able to control the armed forces that the constitutional issue which divided 
Musaddiq and the Shah was settled in the Shah's favour. 


will bring aboot 

is endemic and 

future effectiveness. The Government is continuing its fight against the Tudeh Party, itis not 
‘hesitating to effect quasi press censorship and is insisting that criticism has some limits. 

3. The continuance of good relations between the Shah and General Zahedi is certainly 
the major internal I problem. It may be anticipated that the Shab, in traditional 
Persian manner, will not place complete trust in General Zahedi or give him unqualified 
backing. Musiddiq’s trial, which is being handled under the Shah's authority, is having 
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ig, 
‘tate that they will be able by compromise to agree on an acceptable single list. They also 
should be elected from the areas in which they reside. 
1954, the Embassy does not anticipate material change in the political activity 
Iranian social groups. With the exception of possible intrigue by the Qush- 
‘quais, tibal and peasant activity will probably not be of decisive importance. The Govern- 
ment may have to meet in part the agitation of the workers for higher wages and the un 
employment problem. ‘The merchants, especially those who profited by Musaddiq’s 
flationary policies, will have to be convinced by the Government of the benefits inherent in 
an improved economic situation resulting from a settlement of the oil dispute. The Govern- 
ment will also have to face the perennial problem caused by the frustration of educated 
Iranians in obtaining suitable jobs because of the economic and political conditions in fran. 
‘The Embassy considers that probably the best the Government will be able to do during 
1954 is to prevent frustrations from increasing, to continue the campaign against the 
Tudeh Party and to allow improved conditions resuiting from an oil agreement nd the 
resumption of significant Iranian exports of oil to have their effect. 

‘5. In the absence of an oil agreement of, failing this, continued financial aid from the 
United States, it appears to the Embassy ical to think that any non-Communist Govern- 
ment, no matter how authoritarian, coul Pulte opinion may be mobiied in support 
‘fan oll settlement or at last neutralised provided it feels Tranion rights are protected by 
such a settlement. Despite the broad nature of this concept, General Zahedi's Government 
will have to make known fully to the Iranian public that in making a settlement he has pro- 
tected the rights and interests of Iran. The sirong measures: taken by the Government have 
seriously scotched " the Tudeh Party but the Party’s essential organisation and leadership 
remain intact. With no oil settlement or foreign financial aid, the Tudeh Party, allied with 
discontented Nationalists, could in 19S4 once again constitute a setious threat to Iranian 
independence. 

6. With army support any régime fully determined to impose an oil settlement without 
regard to public opinion could undoubtedly obtain temporary Iranian acquiescence but such 
‘acquiescence could be expected to be short-lived. However, the Embassy considerd that the 
Government of General Zahedi, despite its faults for which certain corrective action can be 
taken, provides the best available means for reaching an oil settlement which would have the 
liksist prospect of durability. The Embassy also considers thatthe Shah recognises, that 
General Zahedi is in a better position to effect an oil settlement than any potential Prime 
Minister now that Musaddig is out of the running. None the less, the Shah might at some 
later period desire to supplant Zahedi with another who is also opposed to the extreme 
Nationalists. Zahedi's abrupt dismissal would in all probability strengthen those forces 
which are against an oil settlement and could undermine any oil arrangement already agreed 
pon. 


EP 15316/101 No. 94 
PERSIAN OIL NATIONALISATION (BRITISH RECOGNITION) 


Parliamentary Question 
November, 1953. 

30. Mr. Fenner Brockway asked the Secretary of State for Fé Affairs: if Her 
Majesty's Government recognises the legality of the nationalisation of oil in Persin in the 
same terms as stated by the preceding Government at the time of the Mission of the Right 
Hon. Member for Ipswich to Tehran. 

The Secretary of State for Foreign Affairs (Mr. Anthony Eden): The present Govern- 
‘ment, as I understand their predecessors also, are prepared to recognise the principle of the 
nationalisation of oil in Persia within the framework of an arrangement which, on the basis, 
‘of justice and equity, satisfies the interests of the Parties concerned, 























No. 95 
INTERNATIONAL BANK AND FUTURE OIL OPERATIONS 
Sir R. Makins to Mr. 


(No, 2583. Confidential) 
(Telegraphic) 
‘Your telegram No, 4784 and my telegram No, 2530. 


Eden. (Received November 26) 


in the Bank playing the fort by Hoover, but they had not yet decided on thet 
attitude to ‘AS he knew, we Were at present trying to resume 
diplomatic relations with 

2. Black made it clear that he was now considering the participation of the Bank in 
Persian oil operations only in tion with the proposed consortium. The time for 
interim arrangements has passed, and he did not think the Bank would now consider the direct 
engagement of technicians to operate the refinery or the oilfields on their behalf. 

3. Hoover had estimated that it would cost 70 million dollars to rehabilitate and restart 
the industry—S0 million for the refinery and 20 million for the flow of crude. In addition 
he thought the Persian Government would have to be given a subsidy of 5 million dollars a 
‘month until the oil industry became profitable again. It would not be possible for the Bank 
to provide the subsidy, but they would, if necessary, probably advance the 70 million dollars 
for the restarting of the plant. For this a Government guarantee would be required and 
Black considered that the oil companies might be prepared to find all the money, leaving the 
Bank to invest simultancously in other developments in Persia. He was clear that an early 
start on development schemes would be an essential condition for the success of the oil opera- 
tion, since it was necessary 10 give the Persian people some convincing evidence that the 
reversal of Musaddiq’s oil policy was advantageous for them, 


EP 1051/71 No. 96 


‘COMMENTS ON Mr. EDEN’S NOVEMBER 25 STATEMENT 
TO PARLIAMENT 


(Communicated by the United States Embassy on November 30, 1953) 


(Confidential) 
Message R 

‘Ambassador Henderson gave to the Foreign Minister the text of Mr. Eden's Noveniber 25 
statement to Parliament (see Message Q) on the morning of November 28. After careful 
study, the Foreign Minister commented that although it was not as strong a statement as the 
Iranian public would like, it would es in his opinion, be help 

‘The Foreign Minister stated that discussed with the Prime Minister in a tentative 
way the communiqué The latter had offered certain suggestions and asked the Foreign 
Minister to present the communiqué with the suggestions incorporated at the Cabinet meeting 
to be held that evening, It might also be at the Cabinet meeting that in the absence 
‘of a Malis the problem of the resumption of diplomatic relations might be considered by some 
40 or 30 prominent Iranians who might be called together in the nest day or two. The 
Aine hed a eioaes arma ech an va Kesha bs cade 0 
‘group, they would. attempt to brow! other ts. Entezam replied that 
Topic tis tpesl one aks wn be tonncied wos oak sao testes ty ba trove 
beaten by exreme Nationalists. He thought that with the support of» body of distinguished 
‘experienced Iranian leaders for the esta it i Government’ 

porte Gt iplomatic relations, 's 

‘Some of the suggested changes in the text of the communiqué were read aloud to 
‘Ambassador Henderson by the Foreign Minister. The Ambassador was unable to take notes, 
bot fom memory, he thinks that the fit paragraph ofthe communiqué would read somewhat 
as = 

“ Her Majesty's Government and the Government of Iran are confident that with good- 
will a solution of the oil dispute which has recently clouded relations between them can be 
reached which will take account of the national aspirations of the Iranian people regarding 
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the natural resources of their country and which, on the basis of justice and equity, will safe- 
guard the honour and interests of both parties. They are of the opinion that the establishment 
Of normal relations hetween the two countrics will contribute to the strengthening of this 
goodwill, The two Governments have therefore decided to resume diplomatic relations and 
to ‘Ambassadors without delay. They have agreed immediately after the resump- 
tion of relations to do their utmost to achieve a settlement of the oil dispute and thus to 
‘complete the restoration of theit traditional friendship.” 

‘As the Ambassador's comment on the tentatively revised text was not invited, he made 
none except to say that he was certain that the United Kingdom had carefully weighed each 
word in drafting the communiqué and that he hoped that consequently the Government of 
Tran would not find it to make many amendments, 

‘The Foreign Minister told the Ambassador that the Swiss Minister had his 
personal hope that the resumption of diplomatic relations could take place before Vice Presi- 
Gent Nixon's visit to Tehran. Entezam wondered if the Swiss Minister was voicing the views 
‘of the United Kingdom Government in this regard. The Ambassador replied that he was 
certain that the Swiss Minister was speaking only personally and that as a matter of fact he, 
‘Ambassador Henderson, was probably the source of the suggestion. It seemed to the 
‘Ambassador that the atmosphere of the relations between Iran and the West would be bettered 
‘should the resumption of relations be announced before the visit of the Vice President and the 
‘Ambassador had mentioned this thought to the Swiss Minister. None the less, he was certain 
that both the United States and the United Kingdom Government would welcome diplomatic 
relations being resumed before December 9. 

Ani Henderson warns that although the prospects of an early resumption of 
relations appear a litle brighter, it would be dangerous to be over-optimistic with the un- 
‘certainty of the current political situation. As an example, the Ambassador points out that 
the Iranians might make so many changes in the suggested communiqué that it would be 
uunrecognisable, 





EP 1051/71 No. 97 
PERSIAN MOVES FOR A RESUMPTION OF DIPLOMATIC RELATIONS 
(Communicated by the United States Embassy on November 30, 1953) 


(Confidential) 
Message S 

‘On the morning of November 29 Ambassador Henderson visited the Prime Minister at 
the latter's request. Both the Prime Minister and the Foreign Minister, who. was present, 
desired to discuss the question of the resumption of diplomatic relations with the United 
Kingdom, about which they were obviously disturbed and which had been discussed at the 
Cabinet meeting the night before. According to the Prime Minister, the majority of the 
Cabinet favoured an early resumption of relations with the United Kingdom, but felt that the 
British Government was apparently unable to appreciate the emotional problems which the 
Government of Iran must encounter if it resumed relations without being able to give to the 
Iranian public some assurance that progress had been made in settling the oil dispute, The 
majority of the members of the Cabinet considered that the British were being unnecessarily 
tighd with a Government which sincerely wanted friendly relations with the United Kingdom 
and which had not been responsible fer the break in relations between the two countries or 
for the anti-Britsh sentiment in the country. The Cabinet had finally agreed, however, thay 
the Prime Minister could submit the matter to two advisory groups. The first would consist 
‘of Senators and Elder Statesmen and the second would be composed of Majlis members and 
‘ther active political leaders. The Prime Minister stated that he hoped 1 win the support of 
both groups in the near future and asked what Ambassador Henderson thought of the procedure, 

‘Ambassador Henderson replied, that he though there were certain dangers inherent in 
discussing the matter with the second group. The group would certainly contain. several 
ambitious demagogues who would be hostile to the resumption of relations, would attempt to 
initimidate others present and afterwards endeavour to forestall resumption of relations thro. 
Public agitation. "The Prime Minister replied that he was confident that he could gain 1 
‘overwhelming support of both groups. Ambassador Henderson then suggested that it might 
be preferable not to submit the text of the draft communiqué or any other documents concerning 
the resumption to either of the two groups. It might be better to keep his remarks to the 
sroups ona very general plane 0 that he would beat liberty to proseed Without the nesesty 
‘Of having additional meetings to consider changes in details. With this the Prime Minister 
vas in agreement. 
Tn the event that the Prime Minister is able to obtain the approval for immediate resumption 
of the two advisory groupsand the Shah, the Prime Minister and Foreign Minister are apparently. 
Still thinking of submitting to London through the Swiss Minister the Iranian counter-draft of 
‘the communiqué (Message R). 
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‘Should the communiqué be issued, both Ministers thought the Prime Minister would be 
forced (0 give immediately an explanatory radio speech to the country. They considered that 
he might make certain unilateral statements in his speech which wuld have a calming effect 
‘on the nation. Ambassador Henderson suggested that as a matter of courtesy, the proposed 
speech might be forwarded in advance to London in order that the British might study it to 
make certain there was nothing in it with which the British would feet co to publicly 
take exception. The Prime Minister agreed that it would be unfortunate if the resumption of 
relations should be clouded by an exchange cf polemics and stated that he would prefer to 
transmit the text of the proposed speech through the Embassy as he would like the transmittal 
to be as informal as possible. The document should not be given the semblance of an agreed 
document binding on both Governments. eked 

‘Ambassador Henderson gained the impression from his meeting that the Prime Minister 
was determined (o go forward in the direction of resuming relations with the United Kingdom, 
although he continued to exhibit misgivings. Just before Ambassador Henderson left his 
imecting with the Prime Minister, the latter remarked that because of the demoralised state in 
‘which Musaddiq left the country, he was for the first time hesitating to take actions which he 
was certain were in the interests of tran. 
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CONVERSATION BETWEEN THE SECRETARY OF STATE AND 
THE UNITED STATES AMBASSADOR ON NOVEMBER 30, 1953 


Anglo-Persian Relations 
Mr. Eden to Sir Roger Makins (Washington) 


(No. 1259. Confidential) Foreign Office, 
Sir, November 30, 1953. 

‘The United States Ambassador informed me this afternoon of an interesting message from 
the United States Ambassador at Tehran in which the latter reported that the Foreign Minister 
had sent for him and had said that the Persian Government were thinking of sending us a 
counter draft of the proposed communiqué about the resumption of diplomatic relations 
fetween the United Ringdom and Persia. A paraphrase of Mr. Henderson's message is 
annexed. 

2, After reading the message, I told the Ambassador that at first sight the new Persian 
formula seemed to me acceptable. "I authorised Mr. Aldrich to let Mr. Henderson know. for 
his own information, that this was our first reaction. | It would, however, be better not to say 
anything for the prevent (o the Persian Government, but to await their approach. 

Tam, &. 
ANTHONY EDEN. 


November 30, 1983. 

‘Ambassador Henderson reported on November 30 that the Foreign Minister, Mr. Entezam, 
hhad sent for him and had said, with reference to the conversation which Mr. Henderson had 
hhad with General Zahedi and Mr. Entezam reported in Tehran's Message S, that the Prime 
Minister and Foreign Minister after further discussion had decided to submit a quite different 
‘proposal to the at its November 30 mecting. Mr. Entezam told Mr. Henderson that 
they were now thinking of sending a counter draft of the proposed communiqué which would 
te preiely the same as that suggested by Mr. Eden and forwarded io London's Message P, 
‘with the exception of the third sentence which would read more or less in the following terms -— 

“They are confident, particularly in view of the fact that the British Government are 
prepared to recognise the principle of nationalisation of oil in Persia within the framework of 
an arrangement which on the basis of justice and equity satisfies the interest of the partics 
‘concerned, and the franian Government are prepared to pay ftir and just compensation, that 
‘with goodtil a solution ean be reached which wil take account ofthe national aspirations of 
the Iranian people regarding the natural resources of their country, and which will safeguard 
the honour and interest of both pasties.” 

This counter draft would be sent through the Swiss Minister in Tehran. 

Mr. Entezam told Mr. Henderson that if he and Zahedi could prevail on the Shah and the 
Cabinet to agree to this counter draft they might send it immediatly to London without 
‘consulting a group of elder statesmen and political figures as they He then 
to Mr. Henderson the draft of a message which he was planning to send along with the counter 
draft of the communiqué and which stated that if Her Majesty's Government were to agree 
{o the Persian counter drafi, the Persian Government would be prepared to agree with the 
British Government as to a date in the near future on which the communiqué could be issued, 
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Mr. Entezam continued that he hoped the British would give favourable consideration to the 
counter draft if it were to be submitted. The clause inserted in the third sentence had been 
‘mostly lifted from Mr. Eden’s November 25 statement in the House and contained nothing 
new. Moreover, it was being inserted not as a condition to the resumption of diplomatic 
relations, but as a statement of facts which led particularly fo the hope for an early settlement 
of the oil problem and with a view to assisting with public opinion in Persia. This clause, 
moreover, would not cost the British anything. 

‘Mr. Entezam told Mr. Henderson that he might give up the idea of going on the radio 
immediately after the issuance of the communiqué and instead might immediately issue a press 
‘statement which would comment in constructive terms on Mr. Eden’s remarks in the House of 
Commons. Ambassador Henderson asked if the Foreign Minister would like him to try to 
find out whether 2 counter draft of this sort would be acceptable to the British, to which 
Entezam replied that it might be best to defer any action until to-morrow (December 1) as 
further changes might be made but that if the Shab and the Cabinet should agree to his sugges- 
tions, he might ask Mr. Henderson to-morrow to telegraph London explaining the reasons why 
the Persian Government was proposing the clause in question. Mr. Henderson concludes his 
‘message by pointing out that in spite of the fuct that the Government of Persia is evidently 
not yet sure how to reply to Mr. Eden’s latest message, be thought it would be useful to have 
the foregoing indication of the Government’s present trend of thought. 


No. 99 
PERSIAN AGREEMENT WITH OUR PROPOSED TEXT FOR A 
JOINT COMMUNIQUE 


Foreign Office to Mr. Eden (Bermuda) 
(No, 103. Confidential) Foreign Office, 
(Telegraphic) December 3, 1983. 
My telegram No. 99 fof December 3). 
‘Swiss Minister delivered tonight message from Persian Government in which they expressed 
agreement with the text of the communiqué proposed in your message. They considered that 


no time should be lost in issuing it and proposed that it should be issued simultaneously in 
London and Tehran at 10.30 G.M.T. Saturday, December 5. They asked for immediate 


"in view of Persian request for an immediate reply Cabinet thought that since any delay 
might provoke second thoughts in Tehran, we could not nin that risk and should close forth- 
with. Swiss Minister was accordingly asked tonight to convey without delay a message to the 
fect that we accepted Persian Government's proposal. 
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UNITED KINGDOM STATEMENT ON AMERICAN ASSISTANCE 
DURING THE BREAK IN ANGLO-PERSIAN RELATIONS: 


0) 

Foreign Office to Mr. Eden (Bermuda 
(No, 113. Confidential) Foreign Office, 
(Telegraphic) December 4, 1953. 

‘Your telegram No. 61 fof December 3}. 

It seems desirable, both for Anglo-American relations and in order to show Middle East 
‘opinien that we and the Americans have worked closely for the resumption of relations, that in 
commenting to the press on the announcement tomorrow, we should pay some tribute to 
United States assistance. On the other hand, we do not wish to appear in public to detract 
from the value of our own efforts, nor do we wish tc give the opposition in Persian excuse 
to complain that the British and Americans together have combined to pull a fast ene on the 
Persian Government. We think that the best course might therefore be to concentrate rather 
‘on Henderson's part and to sy something on the following lines -— 

Mr. Eden has conveyed to the United States of State an expression of Her 
Majesty's Government's appreciation of the good offices of the United States Ambassador in 
‘Tehran, whose assistance has contributed a great deal towards enabling the British and Persian 
Governments to harmonise their views. 

2 Doyou agree? 

3. Would you also like us to send the Swiss Government a message on the lines of my 
imvmediatly following telegram? . 
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UNITED KINGDOM THANKS TO THE SWISS GOVERNMENT 
Foreign Office 1o Mr. Eden (Bermuda) 


(No. 114, Confidential) Foreign Office, 
(Telegraphic) December 4, 1953. 

‘My immediately preceding telegram. 

Now that diplomatic relations between Britain and Persia are to be resumed | should 
like to express {0 you, on behalf of Her Majesty's Government, our sincere gratitude for the 
ar played in sci this happy result by the Federal Government and their representative in 
rchran and cur lively appreciation of the ability, energy and devotion with which Brit 
interests in Persia have been protected during this period. 


(5) 
From Secretary of State to Foreign Office (Received December 5) 


(No. 76) Bermuda, 
(Telegraphic) December 4, 1953, 

Your telegram No. 113. 

1 agree and have conse message 10 Mr, Dulles. 1 should however prefer public 
‘announcement to be in the following terms °— 

“ Mr, Eden has conveyed to Mr. Dulles the thanks of Her Majesty's Government for the 
good offices of the United States ‘Ambassador at Tehran which have helped to enable Her 
Majesty's Government and the Persian Government to harmonise their views.” 


2. Tagree to the message to the Swiss Government proposed in your telegram No, 114, 


O} 
‘Sir P. Scrivener to Foreign Office (Received December $) 
(No. 396) Berne, 
(Telegraphic) December 5, 1953, 
‘Your telegrams Nos. 113 and 144 to Bermuda. 


‘Message was communicated informally this morning. 1 shall communicate it formally 
to the Minister for Foreign Affairs during farewell call on December 7. 





EP 1051/95 No. 101 


JOINT COMMUNIQUE FOR RESUMPTION OF DIPLOMATIC RELATIONS 
BY HER MAJESTY’S GOVERNMENT AND THE PERSIAN GOVERNMENT 


December 5, 1953. 
y's Government and the Persian Government have now decided to resume 
tions and to exchange Ambassadors without delay. They will thereafter proceed 

‘agreed moment to negotiate a settlement of the oil dispute which has 





EP 1891/5 No. 102 
RESUMPTION OF ANGLO-PERSIAN DIPLOMATIC RELATIONS 


Communicated by the Swiss Minister at Tehran 
; Tehran, 
(Confidential) December 11, 1953, 

‘The announcement of the resumption of diplomatic relations was welcomed with relief in 
ros citcles and especially by politcal notables, Generally speaking, the Press too reacted 
favourably. 

“Alteady on December 3 1 had the opportunity of investigating further with Mr. Entezam 
‘and Court Minister Ala the question of the application of the law prohibiting the return to 
Teheran of diplomats who have been posted in Persia before. As the Act did not receive the 
Shah's assent, both my interlocutors were of the opinion that there would be no difficulties 
hhaving it repealed through a Cabinet decision. Surprisingly, however, Mr. Entezam reverted 
to this question yesterday during a conversation with the American Ambassador, which 
prompted me to question him anew on the subject this morning. He told me that there were 
still some ther a Cabinet decision could revoke this law ; that there 

this point would be enough to give the Opposition ground 
In case the Foreign Office should contemplate nominating. 
‘or staffing the Embassy with diplomats, who have previously been “en poste 
in Teheran, Mr, Entezam must request that any such plan be abandoned, because it might 
‘eeate difficulties for the Government. Concretely speaking, this means that in the first place 
the appointment of Robert Hankey as Ambassador is out of the question, Mr. Entezam 
knows that the Shah would have taken a favourable view of this appointment ; he will inform 
the Monarch direct why he, Entezam, regards such a choice as inopportune. He asked me 
‘expressly to report to you in this sense, for London's information. If, after further 
‘and consultations with the Sbsh, there should occur a change in the Persian point of view, 
Which I do not however think probable, I would let you know immediately by telegram. 

“The Persian Government do not appear to have made plans regarding the re-opening of 
their Embassy in London. 
61h December, 1953. 





EP 1151/40 No. 103 
UNITED KINGDOM RAILWAY EQUIPMENT FOR PERSIA 


Mr. Eden to Mr. Wright (Tehran) 
Foreign Office, 
Confidential) December 16, 1953, 


Soon after your arrival in Tebran, the Persian Government may enquire from you the 
prospects of their securing railway construction material from the United Kingdom. 

2. As youare aware, large quantity of this material was ordered in the United Kingdom 
in 1950, About a third of the contract had been executed when the action of the Musaddiq 
Government in expropriating the Anglo-Iranian Company's installations made it impossible 
for Her Majesty's Government to countenance the continued supply of steel, then very scarce, 
to Persia, The inconsiderable quantities of railway material manufactured under the contract 
‘but not delivered were requisitioned and eventually largely dispersed, and manufacture of the 
remainder ceased. 

3. Last September, however, as you will sce ftom the enclosed copies of Lord Satisbury's 
despatch No. 959()) of the 4th of September to Washington and of a departmental minute 
Sommarising an American report from Tehran, the Persian Government requested Her Majesty's 
Government to supply this material which, they seemed to imagine, was still stored and avail- 
fable in the United Kingdom. Urgent investigation showed that only a very little of the 
‘material manufactured under this contract was still available. Her Majesty's Government 
fare of course perfectly ready to permit the export to Persia of any material which might be 
manufactured, but are faced with the difficulty that the prices fixed under the contract have 
now become out of date and that present day export prices would be so much higher as to 
stand little chance of acceptance by the Persian authorities. 

4, They are therefore urgently consulting the manufacturers in the hope of the latter's 
agreeing to offer some reduced price to the Persian authorities, though such reduction cannot 
jin any case bring the price down to the previous contract level. 

5. Should the Persian Government enquire the position, you should say that Her 
Majesty's Government are willing and indeed anxious that this material should be made 
available to the Persian authorities, and will put no difficulties in the way of this export. They 


€) Not printed. 
48043 v2 























120 


understand that the manufacturers are considering most urgently what scope there: is for a 
reduction on the standard 1953 prices, and will put you in a position to speak further with 
the Persian Government as soon as any definite proposition can be made. 

6. understand that there are doubts whether the Mianch-Maragheh track, for which 
these rails are needed, is in fact ready for raillaying. You should ask the United States 
Embassy to inform you of the result of enquiries which they are known to have been making : 
should it prove that raillaying cannot in fact begin yet, this would strengthen your hand in 
meeting any complaints by the Persian Government of British delay in meeting their request 
for this material. 

7. Lam sending a copy of this despatch (without enclosures) to Her Majesty's Am- 
bassador at Washington. ri 

am, &., 


ANTHONY EDEN. 





EP 1051/84 No, 104 


POLICY OF HER MAJESTY’S GOVERNMENT IN THE RE-ESTABLISH- 
MENT OF DIPLOMATIC RELATIONS WITH THE PERSIAN GOVERNMENT 


Mr. Eilen to Mr. Wright (Tehran) 
(No, 2. Secret) Foreign Office, 
Sir, December 17, 1983. 
Your duties as Her Majesty's Chargé 4'Affaires ad interim at Tehran will fall, broadly, 
into three categories >— 
(@) the re-establishing of friendly relations with His Imperial Majesty the Shah and his 


(}) the task of assessing the attitude of the Persian Government and public opinion 
towards a settlement of the oil dispute ; and 

(€) the preparation of the embassy premises against the arrival of Her Majesty's Am- 
bassador. 


2, Reganding the first of these categories it would not seem necessary to say more than 
that you will, of course, bear in mind the desirability of showing, whenever possible, that the 
behaviour of the previous Persian Government in no way influences the attitude of Her 
Majesty's Government towards the new régime. That attitude is one of friendship and of 
readiness wo assist Persia by any means tha she may desire and Her Majesty’s Government 
be able to provide, As for the third category, you will no doubt already have obtained from 
the competent authorities in London such guidance as you and your staff will require in 
dealing with the administrative details of re-opening the embassy. 

3. In approaching the second task, that of assessing the Persian attitude towards the 
oil dispute, you should be guided by the following principles >— 

(a) To be acceptable to Her Majesty's Government, a settlement must ensure :— 

{@) that the Anglo-Iranian Oi! Company receive fair compensation, in some 
form oF other, for the loss of their enterprise in Persia ; and 

(iy that erin doesnot do better out of her ofl than her neighbours out of 
theirs, 

(b) Subject to those provisos, itis for political reasons a primary cbjective of Her Majesty's 

ernment to reach a settlement of the oil dispute, 
(©) So far as possible, action in regard to the oi problem should be concerted with the 
United States Government. 

4. On arrival in Tehran your immediate objectives should be :— 

(@) To continue the process, begun by Mr. Hoover, of educating the present Persian 
Government in the facts of the world oil situation and Persia’s own position in 
relation t0 it. 


(d) To elucidate the Persian Government's 

problem and, in particular, towards 

(€) To provide Her Majesty’s Government with all information likely to assist them to 

decide on the type of sotution which would be acceptable to both parties, 

5. In conversation with the Persians you should try to make the following points. 1 
eave ta your discretion the dees of emphasis that might be placed on each, and the insistence 
‘with which it could usefully be pursved, 

(a) tn resuming relations with the United Kingdom the Persian Government have taken 

a wise and courageous step. The first fruits of it will be to enable Her Majesty's 
Government to obtain, at first hand, knowledge of how the Persian situation has 
developed and to inform the Persian Government of how they themselves regard 
the problem. (See (8) to (j) below.) 
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(8) The events of the last two years have shown that the world can do without Persian 
‘ll ; one of Dr. Musaddiq’s main disservices to the Persian people was to let this 
fact be so clearly demonstrated. 

(©) Nevertheless, the aim of Her Majesty's Government is to help Persin to bring her oil 
back into world markets, to enable her to strengthen her economy and to give 
her people the prosperity that oil revenues. can bring. The United Kingdom, 
moreover, will take account of the national aspirations of the Persian people. 

(@) At the same time, the United Kingdom also has certain vital interests in the problem. 
The A.LO.C’s enterprise in Persia, before the events of 1951 and 1952, repre- 
sented the greatest single United Kingdom overseas industrial investment ; the 
fruit of decades of patient exploration and of readiness to accept enormous risks. 
The United Kingdom expects the Persian Government to take account of this. 
Further, the present state of the international oil market is such that no purchaser 
‘capable of handling Persian oil in large quantities would be willing to pay more for 
Persian oil than it has to pay in the neighbouring Middle East States. If there- 
fore the Persians want to sell their ofl, on a large scale, they certainly cannot expect 
terms more favourable than those enjoyed by neighbouring oil-producing coun- 
tries. 

(€) These considerations (as both Governments have publicly recognised) compel a 
‘solution to the dispute which, on the one side, recognises the national aspiration 
of the Persian people, and, on the other, is based on those principles of justi 
‘and equity that alone can provide enduring relationships between nations. 

(J) Hitherto the issues have been obscured and progress made impossible by the false 
propaganda of Dr. Musaddig’s régime. Her Majesty’s Government have noted 
‘with appreciation the efforts of the present Persian Government to bring the real 
facts before the Persian people ; and they are ready to co-operate in the develop 
‘ment of that process should the Persian Government so wish. 

() The practical side of the problem is of the greatest importance. Her Majesty's 
Government have been much encouraged by Mr. Hoover's account of the Persian 
Government's realistic approach ; indeed, it is this that gives them confidence that 
2 solution can be found, for the insuperable difficulty with Dr. Musnddiq. was 
that he refused to be practical. Her Majesty's Government understand from 
Mr. Hoover that the Persian Government are anxious to see their oil flowing 
‘again into world markets and to carn revenue from it for their people ; and that 
they accept the need to co-operate, for this purpose, with those who have the 
expert knowledge, the markets and the marketing facilities that are necessary. 
Her Majesty's Government would wish to have that understanding confirmed. 
The Persian Government should realise that off-takers of their oil would need not 
only an assurance of stability but also security over the safety, efficiency and 
‘economy of the technical operations. 

(i) There is no doubt, from a practical standpoint, that no-one is so well qualified to 
‘co-operate with’ the Persian Government in this way as the people who did so 
before : the A.1.0.C, In any case there are matters in dispute between the Persian 
Government and ALO.C. which can only be settled by direct talks in which 
representatives of A.1.O.C. take part, Her Majesty's Government hope that the 
Persian Government will sec the advantages of taking a practical and realistic 
‘view of the very real contribution that the company is able and ready to make to 
4 mutually satisfactory solution, A direct arrangement with A.LO.C, would 
‘bring efficient operation. The company would be very ready to discuss forthwith 
‘with the Persian Government the possibility of an arrangement of this kind, or 
any of the technical and commercial problems outstanding. 

(@) One of the most urgent practical requirements is to ascertain the present condition of 
the oil installations themselves. A great deal of money will be nceded to get them 
into operation again, and before any commitments could be entered into the 
magnitude of this problem must be assessed, As a practical step, and with no 
comiitiment on either side, as to the eventual form of a settlement, would it not 
therefore be wise for the Persian Government to arrange for an expert investigation 
at once 2 If so, no-one could do it s quickly or s0 well ax A.L.O.C. 

(J) Another problem which the Persian Government face is that of reconciling a solution 
‘which involves foreign co-operation with the existing Persian laws. Her Majest 
Government understand from Mr. Hoover that the Persian Government believe 
that this would be possible > and here also they would welcome confirmation of 
that understanding. 

6. It is probable that the Persians will themselves ask certain questions. Should they 

do 30, you may find the following material useful in formulating your answers >— 

(@) " Did Mr. Hoover convey to Her Majesty's Government the contents of the unsigned 
document on oil which he was given in Tehran? 

Mr. Hoover mentioned the gist of this document in general terms to me at a luncheon 

‘on the Sth of November, I said at once that it contained many ideas which were un- 

acceptable ; and itis our understanding that Mr. Hoover therefore decided that it would 

be unhelpful to leave the document with ws 


























(ii) * What is the British attitude to participation in a solution by the International Bank?" 
The Persians should at once be asked to define their own attitude to this. It should 
be made clear to them that Her Majesty's Government cannot commit themselves tc this 
of indeed to any particular form of solution, until they have received a considered report 
from you. Meanwhile, howevet, all Persian suggestions will receive full consideration. 
(iii) " Do Her Majesty's Government insist that A.l.O.C. should be the only party to a 
settlement, or would they agree to a multi-national consortium 2” 

“The Persians should be asked what they have in mind. Their objections to A.1.0.C. 
will. no doubt include false accusations against the Company, and you should take the 
‘opportunity to refute these. In $0 far as their objections are based on reasonable grounds, 
e.g. the need {0 take account of the realities of the political situation in Persia or a desire 
not to leave the off-taking of oil in the hands of one company, you should say 
that you will refer their ideas to Her Majesty's Government. You should in any case 
remind the Persians that A.1.0.C. alone of foreign companies has rights in Southern 
Persia, and stress the practical advantages of A.J.0.C. playing a Jeading part in any 
settlement, on the lines of paragraph 5 (h).. 

7. Wisevident thatthe foregoing line of argument has as its objective a direct setlement 
between the Persian Government and the A. that, from the point of view of Her 
Majesty's Government, would be the most satisfactory outcome. In any case, Her Majesty's 
Government must be able to form their own judgment of the chances of such a solution ; 
‘and their judgment will be based to some extent upon the Persian Government's response to 
this line of argument, For your own information, however, Her Majesty's Government 
would not exclude certain other possibilities. They are -— 

(a) An agreement concluded with a group of companies (including A..O.C.) ; 

(®) the participation of the International Bank in some shape or form. 

8, You should bear in mind that a satisfactory solution cannot be secured without 

() a certain measure of foreign management (in-a consortium (7 (a) above), the United 

‘States companies would almost certainly insist on very full management) ; 
an arrangement not more lucrative to Persia than the arrangements existing between 
‘other Middle East States and their foreign oil companies ; and 
(lii) substantial participation by A.1LO.C. and in any event a larger share than that of 
any other company taking part. 

9. You should take no initiative in discussing the possibilities mentioned in paragraph 

Tabove, If they are mentioned to you, you should endeavour to obtain as clear an impression 


as possible of the way in. which the Persian Government are thinking ; and you should then 
‘undertake to report on it in full to London. At the same time, however, you should be pre- 
pared to advise me at once if, in your judgment, an opportunity is likely to arise to reach a 
tapid and satisfactory agreement on the basis of these possibilities. 


ANTHONY EDEN. 





No. 105 


RESUMPTION OF DIPLOMATIC RELATIONS ; PRESENTATION OF 
CREDENTIALS BY AMBASSADOR 


Mr, Wright to Mr. Eden (Received December 23) 


(No.4. Confidential) Tehran, 
(Telegraphic) December 23, 1953, 

1 presented my letier of credenice (0 Minister for Foreign Affairs this morning. ‘The 
‘Swiss Minister at the request of Entezam accompanied me. 

2 Although proceedings, were necessarily rather formal, Entezam greeted me with a 
friendly welcome speech in which he said how pleased he was at the resumption of diplomatic 
relations and quoted Sadi to. the effect that od friends got to appreciate each other better 
following an estrangement. The Persian Government wished to forget the past and start 
afresh it the belief that with goodwill on both sides we could solve our common problems 

3. [assured him of Her Majesty's Government's goodwill and anxiety to reach a settle- 
ment. 1 also congratulated him on the courageous step he had taken in resuming diplomatic 
telations and assured him that 1 would move cautiously as Her Majesty's Government had no 
wish to embarrass him in his task. 

4, Entezam took the point that I should have to spend some time in assessing the attitude 
of the Persian Government and public opinion. 1 pointed out that I was, to some extent, 
‘handicapped by lack of staff with previous Persian experience. 

5. Entezam asked me to convey his greetings to you, Sir, and ended by saying that he 
would ask me to call early next week for a long talk. 





No. 106 
MEETING WITH SHAHRUKH AND PERRON 


@ 
Mr. Wright to Mr. Eden (Received December 23) 


(No. 6. Confidential) Tehran, 
(Telegraphic) December 23, 1953. 

Before my arrival the Shah, through his sinister (sicl secretary Perron, had asked the Swiss 
Minister to arrange an immediate mealtime meeting between me and Bahram Shahrukh (1951 
personality, Number 174). After discussing with the United States Ambassador I felt could not 
‘well refuse this rather embarrassing invitation, and accordingly 1 met Shahrukh and Perron 
alone at dinner last night with the Swiss Minister, 

2 Shahrukh did all the talking. He said that the Shah was very pleased that diplomatic 
relations had teen resumed and was most anxious to help me in my mision ; 1 could at any 
time send him a message through Shahrukh or Perron. Shahrukh's main theme was that there 
‘was much latent goodwill toward us and that he t my first objective should be to sound 
this oot by making suitable gestures e. by early of rails stored at Basra, by ftiendly 
Teferences by the B.B.C. to Persia and by developing contact withthe Persian press. | agreed 
with this objective. I pointed out that the rails were no longer in Basra but that you were 
Fee end mans that speedy action was taken over the rails now in. the United 

‘ingdom. 

3. Shahrukh talked rather woollily about the oil problem. 1 stressed that we were as 
anxious as the Persian Government to reach x speedy settlement and that we should do all we 
‘could to this end which I believed possible provided question of fair compensation formed part 
Of it- I stressed that this was a principle to which we were as firmly attached s the Persians 
‘were 10 that of nationalisation. Shahrukh mentioned last week's talks between the A.1.0.C, 
and the American Oil Company and appeared to believe that some firm arrangement on market- 
ing had been agreed upon. I explained the hypothetical nature (grp. undec,) and sounded him 
‘out on the possibility of direct negotiation beiween A.1.0.C. and the Persian Government 
pointing out that this would be the most practical way to reach a quick solution. | His view 
‘was that because of very strong feelings against the company in Persia such negotiation would 
be impossible, but he did not exclude the representative of the A.J.O.C. being included in any 
‘negotiating team that might be sent here. 

4. At one stage Shahrukh whispered that the Shah was thinking of dismissing Ala but 
would not wish to do so if this might be taken by us as an anti-British move. I said that 
neither I nor the members of my staff had any intention of interfering in Persian domestic 
affairs, and that it was for the Shah and his Prime Minister to decide what actions were for 
the good of the country. I also took the opportunity, when he started criticising General 
Zahedi’ adviser, of stressing my admiration for the Prime Minister's achievements since August, 
‘and mentioned that you had expressed sympathy for his efforts in the House of Commons on 
December 17. 

5. Although the Swiss Minister was anxious I should keep this meeting seeret (presumabl 
atthe request of Perron) I decided after discussion with Henderson to tell the Minister for 
Foreign Affairs of it when I called on him this morning. 

6. Thavenot yet been able to discover how important Shahrukh is in the present scheme 
of things here. 


SHAH’S VIEWS ON FUTURE RELATIONS 
Mr. Wright to Mr. Eden (Received December 26) 


(No. 12, Confidential) Tehran, 
(Telegraphic) December 26, 1953. 

My telegram No. 6. 

‘The Shah's friends. 

1 was called upon twice on Christmas Day by Messrs. Perron and Shahrukh allegedly at 
the urgent request of the Shah who is leaving for the Caspian on December 27. 

2. At the first meeting Shahrukh again did all the talking, this time from typewritten 
notes which he said embodied the Shah's views. Briefly these were 


(a) The Shah was a firm believer in Anglo-Persian friendship as a basis for a strong, 
independent and prosperous Persia. 
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(6) The Shah's strong personal position as Head of the State was such that we would be 
‘able mare easily to reach a settlement of our problems by agreeing things first with 
him, rather than through other persons ; in other words we should clear our lines 
with the Shab first, 

(©) The Shah was willing to act as strongly in Persian internal affairs but, in order to do 
so, he needed a clear understanding of our aims and an assurance that we would 
‘not interfere with “various groups” in Persia. The Shah had recently made a 
similar request to the United States Government through Mr. Nixon and the 
United States Ambassador. If I could give such an assurance it would help the 
Shah to avoid interference either from the Americans or from the Russians. 

(d) The Shah wanted a quick settlement of the oil question and therefore wanted me to 
inform him in confidence how we propoved to settle it. 

(e) With reference to. what | had said in my earlier conversation with Shahrukh about 
direct negotiations with A.LLO.C., the Shah's view was that the appearance in 
Persia of an A.1.O.C. Mission " would greatly provoke Persian public opinion and 
thus handicap the negotiations but he believes that A.1.0.C. experts could participate 
later in the negotiations under the cover of the compensation question, and preferen- 
tial rights they have by law for purchase of Persian oil. The Shah's view was 
therefore that the oil negotiations should be started on a governmental basis. 

(/) The appointment of Ambassador should wait until the way had been cleared for a 
settlement of the oil problem. 

3. In-reply I made the following points -— 

(0) Her Majesty's Government were equally anxious to develop Anglo-Persian friendship 
and sce a strong independent and prosperous Persia. 

(4) While 1 welcomed the willingness to help me by direct contact to settle our 

{could not be put in a position where 1 should be negotiating secretly 
with the Shah without the ‘of his Prime Minister and Minister for Foreign 


Affairs, Anything U said to the Shab I should also wish to be able to say to his 
Ministers, and I hoped they would be aware of the messages the Shah was sending. 
me. 

(©) Lcould give a solemn assurance that neither I nor my Government had any intention 
of interfering in Persian internal affairs. If such rumours came to the Shah's ears 
T should be glad if he would discuss them with me immediately. 

(d) Het Majesty's Government was equally anxious for a specdy settlement of the oil 


problem. My frat task was enploratory and I had no oltion ia my pocket which 

‘could show to the Shah. We would, however, welcome any realistic proposals 

that the Persian Government might care to Jet me have. In submitting, such 
proposals the Shah should know that there was no real demand in the wor'd for 
Persian oll at the moment, and that any acceptable settlement would have to safe- 
‘guard. two basic principles, viz, payment for fair compensation and that Persia 
should not do better out of it than her neighbours 

(©) 1 had only a few hours previously been instructed by you to request agrément of an 
‘Ambassador and 1 10 do so when I saw the Minister for Foreign Affairs 
carly next week, The question of when the Ambassador should arrive could, 1 
thought, be mutually agreed but I hoped the Shab, would not dissent from my 
request of agrément, 


4, Please see my immediately following telegram. 


8 
Mr. Wright 10 Mr. Eden (Received December 26) 


(No. 14. Confidential) Tehran, 
(Telegraphic) December 26. 1953. 

My telegram No. 12. 

Some $ hours after our first talk Messrs. Perron and Shahrukh returned with a pice of 
paper allegedly setting out the Shah's comments on our morning's discussion. 

2, After reading it I said that { was still not happy about the Shah's view that 1 should 
deal with him exclusively, even on certain oil matters. 1 felt that. since this was a matter so 
closely affecting Persian public opinion, I must be able to discuss it freely with his Minister for 
Foreign Affairs. I considered it imperative that I should retain his Ministers’ confidence and 
could only do this if 1 knew they were being Kept informed of what the Shah was saying to 
imeamd vice erm: Tgp terfor tht fonder tocar the postion | shold se the 

3. Perron and Shahrukh said they were willing to arrange a secret meeting with the Shah 
though, in view of certain changes which the Shah was contemplating in the Government, it 
might be better if T saw him after his return from the Caspian, otherwise I might be accused 
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of interference in internal affairs. agreed that it would be better to wait, adding that I should 
rot want to see the Shah without the knowledge of the Minister for Foreign Affairs ; subject 
to this (which they clearly disliked) J had no objection to the meeting being kept secret. 

4, Shahrukh asked me what were the views of Her Majesty's Government regarding the 
participation of the International Bank in our oil settlement. [ replied along the lines of my 
brief and Shahrukh promised to let me have the Shah’s views on this in due course. 

‘5. assured Shahrukh that Her Majesty's Government were determined to work band in 
band with the United States Government in Persia. I told him | was already in the closest 
contact with Mr. Henderson and that I had no objection to him telling the United States 
‘Ambassador of his conversation with me. Shahrukh looked a little shifty at this saying that 
the Shah used other channels for his dealings with the Americans, 

6._ The United States Ambassador has not hitherto come across Shahrukh and is inclined 
{o think that this is a personal intrigue of Perran and Shahrukh. Until { have seen the Shab it 
will be difficult to confirm this. Another possibility of course is that the Shah, hopeful of an 
‘early ol setilement is anxious to get all the credit for it by keeping the strings in his own hands, 
Tn any case I think it most important that I should not start off on the wrong foot with Entezam 
and unless you dissent, I propose when I sec him next week, to give an account of this discussion 
with Perron and Shahrukh. 


7. Please sce my immediately following telegram. 


@ 
‘Mr. Wright to Mr. Eden. (Received December 26) 


(No. 15. Confidential) elvan, 
(Telegraphic) December 26, 1953, 

My immediately preceding telegram, 

Following is text of message handed to me yesterday by Shahrukh, 

All matters of diplomatic routine including the oil matter should be discussed by you with 
Minister for Forcign Affairs (Mr. Entezam), 

‘All matters of high policy, “¢., matters above or outside diplomatic routine should be 
presented to His Majesty through Mr. Perron and myself jointly. Since however the ol matt 
sof preliminary (sicl importance in relations with the two countries, His Majesty wishes that 
after you have made your study and reported to your Government, and have received suggestions 
‘on the manner the oil matter should be or could be settled, that you inform through this channel 
(Perron and myself) His Majesty in advance and before you present them to the Minister for 
Foreign Affairs you await His Majesty's approval or counter proposal. Thus His Majesty 
Wishes to avoid any serious dificalies arising during negotiations 

His Majesty accepts principles suggested by your Government = 

{@) that principle of compensation to the Anglo-Iranian Oil Company should stand firm 
‘subject to a treatment by yout Government, and. 

(@ that profits of Persia in oil should not be higher than in other countries of the Middle 
East though formula must be face-saving for the Persian Government. 

With regard to the nomination of your Ambassador, His Majesty is not opposed to your 

approaching Mr. Entezam for an agrément but His Majesty emphatically wishes that :— 
{) this should be done without much publicity, and 
Gi) that the Ambassador comes when oil negotiations have reached their final stages near 
a settlement. 
His Majesty states as reasons the following :— 
(a) Persian public opinion has already got used to Wright and regard him already with 
‘certain sympathy. Thus it would be much easier to conduct negotiations with 
‘The Persians would thus keep favourably 


thes to add to this morning's statement that, in his conversation wi 
Nixon, y did not only strongly suggest non-interference in the internal affairs 
of Persia, but His Majesty also emphatically asked Mr. Nixon, (., United States Government, 
to co-ordinate her policy in and for Persia with the United Kingdom, for otherwise it would 
be only the Russians who would profit. His Majesty wishes to have real view of your Govein- 
‘ment on this pont and would appreciate any suggestions your Government might have. 
‘On Sunday, December 27, His Majesty will leave, for a holiday of 10 to 12 days, for 
Ramsar on the Caspian. However an aircraft will stand ready for any message you may 
‘wish to convey to His Majesty through this channel 
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Mr. Eden to Mr. Wright (Tehran 
Foreign Office, 
(No. 7) December 28, 1953. 
Your telegrams Nos. 12, 14 and 15 (of December 26 : Shah's friends). 
entirely approve your language and I agree to suggestion in last sentence of paragraph 
6 of your telegram No. 14. 


© 
Mr. Wright to Mr. Eden, (Received December 29) 


(No. 22. Confidential) Tehran, 
(Telegraphic) December 29, 1953. 

Your telegram No. 7: The Shah's friends. 

I saw Minister for Foreign Affairs this morning. He said he was greatly worried by what 
Ttold him. He thanked me for being frank with him, approved line 1 had taken and said 
he would immediately take the matter up with the Prime Minister and the Shah. He was 
Clearly hurt that the Shah should be thus intriguing behind his back 
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DISCUSSION WITH PERSIAN MINISTER FOR FOREIGN AFFAIRS 
ON THE OIL PROBLEM 


Mr, Wright to Mr. Eden. (Received December 30) 


(No. 25. Confidential) Tehran, 
(Telegraphic) December 29, 1983. 

Persian Oil 

T had my first talk this morning with the Minister for Foreign Affairs on the oil problem. 
He started by saying that although the Persian Government had not yet finally made up their 
minds they were thinking of a sofution along the following lines -— 

(a) Marketing to be done by a consortium of foreign companies in which no single com- 

‘pany should have a predominant share, ‘The Persian Government realised that 
Without some such organisation they could not hope to find regular markets for 
oil. 

(b) Extraction and refining to be done by a Persian company, though the Persian Govern- 
‘ment realised some foreign assistance would be necessary in order to provide the 
marketing consortium with guaranteed amount and calculations. 

2 Entezam stressed that this question of foreign assistance or management was a very 
difficult one for them and they were inclined to think that # solution acceptable to Persian 
public opinion might be found through the intermediary of the International Bank, but I was 
tunable 10 draw him further on this. 

3. L explained that from our point of view the most desirable solution would be the 
return of the Anglo-Iranian Oil Company. and asked whether he thought this possible. He 
said that he fully appreciated the position af the Anglo-Iranian Oil Company and Her Majesty's 
‘Government desiring to afford them full protection ; nevertheless, he was certain that public 
‘opinion in Persia would not tolerate the return of the company and any attempt by the Persian 
Government to bring them back would greatly embarrass the Government and poison Anglo- 
Persian relations again. I then sounded him on the possibility of an Anglo-Iranian Oil Com- 
pany survey party visiting Abadan. After a lite hesitation he said be thought this might be 
Possible, but he was obviously sot happy with the idea and I did not give him an indication 
Of the size of the party the Anglo-franian Oil Company have in mind. 

‘4. Ltold Entezam that I had no authority to suggest Her Majesty's Government would 
accept the consortium idea (about which there has been a fot in the Press here lately) but 
that he should know it would be necessary for the Anglo-Iranian Oil Company to play a 
{4 major part in any arrangement that might be worked out ; we could not agree to the Anglo- 
Tranian Oil Company being displaced by other British companies. 


5, T stressed out two basic principles of fair compensation and Persin not doing better 
‘out of her oil than her neighbours. Entezam said he fully accepted the importance of these 
principles, but T got no response when I asked how he would reconcile them with the existing 
Persian laws. 
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6. 1 found it difficult to pin Entezam down to details, He claimed that be was not an 
oil expert and that the Persian Government's ideas were still tentative. 1 explained my 
anxiety to explore the oil question as widely as possible and he is arranging for me to see the 
Prime Minister within a few days. In the meantime it would be useful to know whether 1 
should now try to point out the impracticability of separating the production and marketing 
sides of any arrangement, since it looks as if Persian thoughts are crystallising on these lines. 

7. Entezam was most friendly throughout. He harped briefly on the past (India Office 
influence in Bahrain and interference by the Anglo-Iranian Oil Company) but was equally 
critical of past Persian weakness and intrigue which was, he said, largely responsible for Her 
Majesty"s Government's distrust of Persia during recent years. He much hoped that we could 
now start afresh with mutual confidence on both sides and said that generous treatment on 
the oll problem would be a great help to this end. 

Please pass Saving to Washington as my telegram No, 1. 

(Repeated Saving to Washington.) 
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‘THE FORTHCOMING PERSIAN ELECTIONS 


Mr. Wright to Mr. Eden, (Received January 5, 1954) 
(No. 1. Confidential) Tehran, 
Sir, December 31, 1953. 

‘As you will be aware the Shah recently dissolved the Majlis and decreed new elections in 
both houses (Dr. Musaddiq having abolished the Senate earlier in the year). 1 now have the 
honour to report that the Persian Government wish to hold the elections soon and as near 
as possible simultaneously in all districts. The administrative problem in outlying arcas in 
‘winter is expected to cause a few weeks’ delay, and it scems unlikely that there will be a working 
Parliament for at least another two months. 

2. Over 3,000 candidates are reported to have put their names forward for the 136 seats 
in the Majlis and the 30 elected seats in the Senate (where the Shah nominates the other 30), 
‘They will have to pass the scrutiny of regional electoral commissions under the auspices of the 
Ministry of the Interior. 

3, The local press is showing great interest in the elections. Several newspapers deplore 
the continued lack of serious political parties in Persia, pointing out that without them demo- 
«racy cannot exist. 

‘4. The Government appear confident that they can stage the elections without bloodshed. 
They intend to overhaul the security machine in the interval. So far no additional security 
measures have been im In fact troops have recently been withdrawn from the grounds 
of Tehran University where they had been stationed for some time, 

5. According to the United States Embassy, the Shah and the Prime Minister are satis- 
fied that they can exercise effective control over the acceptance of candidates by the electoral 
commissions. But as one newspaper has pointed out, when warning the Government not to 
abuse thee ower, attempts by. previous Governments 1 pack the Mais have failed, There 
is a considerable body of opinion here which holds that Dr. Musaddiq and other extreme 
Nationalists still enjoy a greater measure of popular support than the present régime. The 
latter may well have as much difficulty as previous Governments in controlling the Majlis, 
however carefully the candidates are selected and may even find it turning against them. 

6. Little has been heard of the Tudeh Party since our arrival. One newspaper reports 
that they bave abendoned hope of insinuating candidates into the lists and have decided to 
boycott the elections. It seems unlikely that they would give up s0 easily. 

T have, &e. 
DENNIS WRIGHT. 
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PERSIA : QUARTERLY POLITICAL REPORT 


October-December, 1953 
Eastern Department, 
Confidential) December 31, 1953. 


still relied primarily on the security forces. 


























2. This clearer picture nevertheless had plenty of shadow in it= the Government were 
unpopular, and had no obvious achievement of domestic reform to set against the loss of 
‘nationalist support. Economically, Persia was dependent on United States aid, which had 
been used purely t0 balance the budget, and the cost of living had mounted since Musaddiq 
fell ; and the Shah, still jealous and suspicious of any strong Prime Minister, had not given 
the Government his full support of renounced his freedom to intrigue against them. 


Internal Affairs 

3. At the beginning of the quarter General Zahedi’s Government were regarded by many 
as littke more than a stopgap which would not remain long in being. This encouraged the 
‘usual Tehran intrigues and the Government faced other serious internal problems, notably 
the continued existence of the Tudeh, the trial of Dr. Musaddig, the absence of a worksble 
Parliament and the growing opposition of the extreme nationalists such as Kashani, Bagai and 
Makki who had broken with Dr. Musaddiq before his fall but were far from being in sympathy 
Min the neW régime. In all these problems, General Zahedi bad the greatest dificulty in 
carrying the Shah with him : for the Ruler seemed to have learnt nothing from his narrow 
escape in August, was still reluctant to give loyal and wholchearted support to his Prime 
Minister and scemed always ready to exploit opportunities of weakening the latter's position, 

4. The Government renewed their efforts to suppress the Tudeh, making little distinction 
between supporters of that party and those of Dr. Musaddiq, whose champions the Tudeh 
claimed to be and with whase remaining supporters they were co-operating. A further 200 
persons were arrested on October |. On October 4 a communiqué gave the military courts 
Extensive powers to deal with Communist activity and disorders in the University and the 
Bazaar were firmly suppressed. Martial Law was applied to the whole of the railway system. 
On October 20 three ratings of the Navy were shot as saboteurs and two days later Martial 
Law was declared throughout Khuzistan. On November 3, after an alleged plot to assassinate 
the Shah, 300 more persons were arrested, including 30 Naval officers and ratings. The Tudeh 
and. Dr, Musaddiq’s supporters concerted a final effort to organise strikes and demonstrations 
‘on November 12 after Dr: Musaddiq’s trial had begun, but were routed by strong security 
forces. 

'. Relative calm followed. The campaign against the Tudeh had not been fully successful, 
since the leaders had as usual escaped and there were still many Tudeh members in Government 

iments and the armed forces. But the Party nevertheless had suffered a definite reverse, 
‘which was later identified by its failure in December to create serious disturbances during the 
Visit of the Vice-President of the United States, Even if its hard core remained untouched, its 
covert activities were viriually at a standstill. 

6. The Government were less successful in other directions. The Shah refused at first 
to dissolve the Majlis, 23 of whose members had never resigned ; and General Zahedi himself 

ently believed, perhaps nalvely, that he could govern more effectively with the support of 
‘legislature than without it. Sporadic parliamentary activity began with a meeting of the 23 
members of the Majlis on October 1. Naturally enough they opposed a dissolution, and the 
Prime Minister himself preferred to increase the Majlis to. 80 by holding elections in those $7 
‘constituencies where elections had not been completed in 1952. — But the simultaneous informal 
‘meetings of the Senate (which the Shah had dissolved at Musaddiq’s behest) aroused much 
‘opposition ; and the revival of political activity emphasised the dangers of leaving the nationalist 
‘demagogues with their parliamentary immunity, which would end only with a dissolution. 
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upon at 
alfairs. 


8. The Government's rift with the nationalists became complete over the resumption of 
diplomatic relations with the United Kingdom. Kashani first pleaded with, then threatened, 
the Government and finally called for a day of public mourning. Dr. Baqai and his newspaper 
“Shahid " went into open opposition. Except however for some University rioting, which 
‘was again firmly suppressed, there was no popular reaction. The suppression of “ Shahid” 
Jeft no avert opposition newspaper and General Zahedi at last persuaded the Shah to dissolve 
the Malis, in a decree of December 17 which also dissolved the Senate, whose previous dissolu- 
tion was conveniently overlooked. The Government immediately set about staging elections, 
‘but ran at once into difficulties with the Shah and his relations over the nomination of 
candidates, 

The trial of Dr. Musaddig : 

9, The trial was repeatedly postponed. The Shah as Head of the Armed Forces claimed 
full control of the Military Court and insisted on a public trial. Despite the Government's 
repeated attacks Dr. Musaddiq’s halo survived and the press reflected a widespread opinion that 
despite his failure he had led a “ noble experiment". 
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10. The trial eventually began on November 8. After the first few days, during which the 
Prosecutor made an effective case and the President kept control of the Court, the proceedings 
degenerated, apparently as an effect of the Shah’s solicitude for a fair trial ; Dr. Musaddiq 
shouted, wept and fainted his way through interminable declamations, threatening hunger 
strikes and occasionally kicking his lawyer. His defence, in so far as he made one, was that 
legislation he himself had promulgated rendered the court incompetent to try him, that he bad 
believed the Shah’s firman of dismissal to be a forgery and that the Shah could not dismiss 
hhim without Majlis approval. As the trial was concluding, on December 21, the Shah again 
intervened with a published letter forgiving Musaddiq for his crimes in view of his cailicr 
services to the nationalisation campaign which, the Shah declared, he himself still supported. 
‘The Court sentenced Musaddiq only to three years’ solitary confinement. Brigadier Riahi, 
the former Chief of Stuf who was tried with Dr. Musaddiq, was sentenced to two years’ 
detention and dismissal from the army. Both immediately appealed. 


Relations with Her Majesty's Government and the oil question 
11. These two related problems were, naturally, the principal foreign preoccupation of 
the Persian Government, who showed at first litle readiness to grasp either nettle, The United 
States Government, however, through their Ambassadcr at Tehran, imy nthe Persian 
Government that an carly oil settlement was essential to the health of Persia's finances and. 
{hit to reach one, and to restore her international position, she should resume relations with 
Her Majesty's Government as soon as possible. ‘The Persian Government, afraid of the still 
‘anti-British feeling, were inclined to want an oil settlement (or at least some under~ 
standing on oil) before a resumption of relations, while Her Majesty's Government preferied 
fret to resume relations = that coune was desirable on iis own meri, and would felitale 
oil tal 


12. Accordingly the Secretary of State sent on October 9 private message urging an 
immediate resumption (in reply to a Persian Court enquiry whose exact source was not clear) 
‘and on October 20, in Parliament, offered friendship and resumed relations, 


13,__ Meanwhile, with the full agreement of Her Majesty's Government, the State Depart- 
iment’s Oil Adviser, Mr. H, Hoover, Jar. had reached Tehran on October 17, in order to discover 
what solution to the oil question the Persian Government had in mind and to explain to them 
the facts of the world oil situation. The second task proved the easier. The Persian Govern- 
‘ment began to realise EE ee totarenes in oil, that it could be sold 
‘only by the big companies, and that the latter would not pay more for it than for other Middle 
Fast oil. But Persian ideas on a settlement proved extremely vague and impractical, nor did 
the Government, or the advisers they had summoned, accept the need for foreign management 
of production. 

_ 14. On leaving Tehran (November 3) Mr. Hoover visited London and found Her 
Majesty's Government preoccupied with the diplomatic side of the problem. The Persian 
Government in a message of October 30 had urged the need for some progress at least towards 
an oil settlement before Persian public opinion would accept diplomatic relations = perhaps 
an unofficial British emissary might visit Tehran for the {an infelicitous and unaccept- 
able su ‘apparently emanating from the Swiss in Tebran) In 9 tepy dated 
Novem! 14 the Secretary of State undertook to consider way which Her ty's 
Government could render a diplomatic resumption less to Persian public opinion ; 
and ten days later he sent to Tehran a draft communiqué. is, after announcing the resump- 
tion of relations, would express Her Majesty's Government's confidence that thereafter an oil 
‘settlement could be reached which would be just and honourable and take account of Persian 
* national aspirations”. The Persian Government still hesitated ; but internal law and order 
were now such as to increase their self-confidence, there was an encouraging reference by Her 
Majesty's Government to nationalisation in a Pasliamentary answer on November 25, and, 
above all, Mr. Henderson, the United States Ambassador, continued unremittingly to press 
them to accept Her Majesty’s Government's proposal. “Eventually, after securing rather 
perfunctory approval from a group of “ elder statesmen " and the rump Majlis, they agreed to 
the issue of the communiqué on iber 5. Mr. D. A. H. Wright, Her Majesty's Chargé 
Affaires, thereuy reached Tehran on December 21 (his conversations with the Persian 
Government had hardly passed the ceremonial stage by the end of the year, and nothing more 
will be said of them in this report). 

15. Meanwhile Her Majesty's Government had been considering, with the Anglo-Iranian 
Oil Company and the United States Government (represented by Mr. Hoover) what to do next 
about oil, The crux of the problem was the position of the Anglo-lranian Oil Company. 
Mr. Hoover and the United States Ambassador at Tehran had reached the conclusion that the 
Persians would never again their oil into the hands of that Company, however disguised. 
Her Majesty's Government had no reason to disagree, but they owed it to the A.1.0, 
tended to suspect the United States’ authorities of interested motives) and to British opinion 
to see for themselves, through the reports to be sent by the Chargé d’Affaires, before deciding 
to work towards the multi-national consortium advocated by Mr. Hoover, Mr, Wright’s 
ped (Foreign Office despatch to Tehran No. 2 of December 17, 1953) were drafted 
accordingly. 
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16. It was faitly clear, however, what the tenour of Mr. Wright's reports on this point 
‘would be ; and in order that a consortium solution, once deci 
unduly delayed, the A.1.0.C., with the full approval of Her Maj 
December 14 hypothetical and exploratory 
center the group. 


improved. 

18. Although Communist propaganda consistently attacked General Zahedi, he main- 
tained as correct relations with the U.S.S.R. as possible, though both Governments had occasion 
to complain of the other's Press, Perso-Savict negotiations “* for a settlement of outstanding 
differences” were resumed at the end of the year but made no progress. 


Economic 

19, The grant in September of $45 million of United States aid to Persia, over and above 
assistance under " Point Four” and other programmes, had just averted a serious financi 
crisis, At one time in October it appeared that the Bank Meili might have to close its doors, 
put the danger passed as United States aid and a good harvest took effect. The Ametican aid 
was chiefly vsed, through sales of dollars for rials, to balance the ordinary budget ; and some 
dollars were used as cover for an additional note issue, But at least part of the rial equivalent 
‘was develed to a programme of public works designed tc. reduce unemployment. The Shah 
Festmed the distribution of Crown lands which Dr. Musaddiq had interrupted, and the Govern- 
ment began a similar distribution of State lands. 

20. The Government's exchange policy was unwelcome to merchants who had profited 
from the laissez faire of Dr. Musaddiq, since his steady devaluation of the rial had stimulated 
exports and provided revenue for the producers af export commodities. General Zabedi's 
Government revalued the rial, in order to encourage purchases of United States aid dollars 
ane thus to being i ash, “Despite reaatance from merchants the Government were ble to 
restore the eash holdings of the Bank Melli, which ended the year in a stronger position than 
‘atany time since 1951. 

21, On November 8 the French Government granted a credit of Fr.5,000 million for 
engineering goods to be supplied to the Sevea Year Plan. A credit of up to $60 million was 
Teported to have been offered by a group of German business men with possible further credit 
up to $200 million. Her Majesty's Government were able to offer delivery on long-term credit 
‘oF 24 locomotives which had been on order to the Persian Railways in 1951. A decree designed 
to encourage foreign iavestment was promulgated on Decembet 17, 

22. The Persian economy was thus tided over a period of considerable danger, but Persia 
continued 1 live on charity. It was clear that within a few months she would face another 
Economic crisis unless she secured more United States aid or an cil settlement capable of 
bringing her substantial revenues. 





CHAPTER Il-PERSIAN POLITICAL SUMMARIES 
EP 1017/1 No. 110 
POLITICAL SUMMARY 


Period December 1952-January 1953 


Eastern Department, 
(Confidential) February 11, 1983. 
Foreign Affairs 

Foreign Affairs took second place during the period under review. 

2. Relations with the United States were disturbed by discourteous and violent speeches 
made by the powerful Deputy Makki, who, on his return from a tour of the United States as 
‘guest of the Administration and of the International Bank, attacked the United States Goyern- 
‘ment and Mr. Acheson in particular, There was some criticism in the Majlis of the Point IV 
‘Organisation and sporadic demonstrations against its employees, besides a continual barrage 
‘of anti-Point IV propaganda in the Tudeh press. 


ra 


3. The Sovict-Persian Agreement on the Caspian Fisheries was due to expire at the 
end of January. In mid-December the Deputy Zulfiqari, who had fought against Azerbaijani 
forces in 1946, alleged, reportedly on the basis of material supplied by the Persian General 
Stall, that the Caspian Fisheries were being used for Soviet espionage and subversion. In 
prompt reply to a Soviet Note whose contents were not made public, the Persian Goveinment 
‘on 27th January declared that they would not renew the concession but would avail them- 
selves of the provisions of the Agreement whereby the assets of the joint Persian-Soviet Com- 
pany which at present exploits the Fisheries are to be divided between the two Governments, 
the land they occupy being retuined to Persia. 

4. It appeared that the Persian Government were somewhat embarrassed by the cam= 
paign led by Kashani for Islamic and “anti-imperialist” solidarity. No definite date was 
fixed for his proposed Pan-Islamie Congress and his call for a nation-wide stoppage of work 
in sympathy with the rioters in Iraq was not followed by Persian Government departments, 
However, the Persian Government were unable publicly to dissociate themselves from 
Kashani's various “ anti-imperialist ” initiatives (for example, his messages lo the United 
Nations and to the World Peace Conference in Vienna), The Minister for Foreign Affairs 
replying to Arab suggestions that Persia should join the Arab States in their campaign against 
Western Germany, pointed out that the Arab States had given Persia little help with her own 
nationalist aspirations. 


oil 

5. The United States Government's long-awaited statement about sales of Persian oil, 
issued on 6th December, made it clear that the United States Government could net and 
‘would not prevent sales of Persian oil before the oil dispute had been settled, but pointed out 
that such sales were no substitute for an oil settlement which alone was capable of reactivatit 
the Persian oil industry. The Persian Foreign Minister met this statement with urbanity an 
only regretted that the United States was still giving economic support to Britain, 


6 The visit of Mr. Byroade to London and Mr. Henderson’s impending return to 
Tebran were the oscasion of intensive Anglo-United States discussions on the next step to be 
made in the oll dispute. ‘The United States Government were dissuaded from abandoning 
the Joint Proposals put forward in August in favour of a plan for lump-sum compensation 
and for unconditional financial help, should a settlement be further delayed. The wo Govern- 
ments finally agreed to seck Persian t to international arbitration on compensation, 
{0 the payment (subject to certain conditions) of $100 million as an advance on purchases of 
oil by & United States Government Agency and to a Persian undertaking to enter into a long- 
teem sales contract with a new “ international company "in which the A\1.0.C, would partici- 
pate—the whole to be regatded as a package ". 

cts Me, Haaser rte 1 ee December and had series of montings 
with Dr. Mi . in Which two major objections previously raised by the latter appeared 
to have been overcome. Dr. Musaddiq that the loss of future profits could be taken 
into account in fixing compensation for the A.1LO.C. and that Persia would be prepared 10 
negotiate for the sale of oil to the proposed “international company "* on commercial terms, 
‘Thereafier, intensive preparations were made for the formal presentation of the new proposals 
and the Pérsian-British negotiations which it was anticipated would follow. Dr. Musaddiq, 
however, soon began to back out, He objected to linking the proposed sale of oil 10 the 
United States Government to a longterm contact with the proposed “inttnatonal con 
pany". He refused to include loss of profits in the terms of reference for arbitration, though,, 
Characteristically, he also said that he might agree if some limit were first fixed on the total 
‘compensation to be awarded. Mr. Henderson, who had evidently staked a lot on the negot 
tions and had been responsible for various changes in the original proposals to ensure (as 
thought) tat Dr, Musaddig,acepted them, confessed Nimelt discouraged, Although one 
essential feature of the new proposals—the linking of oil purchases by the United States 
Government with a long-term contract—had leaked from Washington to Tehran before 
Mr. Henderson's return and there been criticised, there was surprisingly litte publicity or 
Public ectement fa Tehran, This was interpreted in ‘Washington and London as a favour- 
able sign. 

8. The scoond foreign tanker to visit Abadan, the Italian s.s. Miriella, arrived in Abadan 
fon 20th January and sailed the next day with a'cargo of oil. It was at first (incorrectly) 
believed that this cargo was ultimately destined for Poland. This alarmed the United States 
Government who made strong representations to the Italian Government. 


Internal Affairs 

9. The quarrel between the Government and the Majlis which arose from an abusive 
‘speech by Dr, i at the end of November on the question of measures to be taken against 
‘Qavam-us-Saitanch was eventually settled on 4th December when the Majlis gave Dr. Musaddiq 
2 vote of confidence. The reconciliation did not last long. A week or two later there arose 
‘a controversy over the appointments of Dr. Fallab, a former emplayee of the A.LLO.C., as 
fefineries manager at Abadan and of General Dafiari, Chief of Police under Razmara, as 
Head of the new Customs Police. Dr. Baga’, and those who had supported him in his previous 
disagreement with the Government, again violently criticised it, and Makki, who had been 
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appointed a member of the Supreme Council of the N.I.0.C., resigned from that office. On 
‘Christmas Day there were violent scenes in the Majlis. Kashani himself was ill and absent, 
bbut his partisans joined in the attack on the Government. 

10. A fresh cause of discord was the new Electoral Law. The Majlis were particularly 
concerned lest its provisions should be used to suspend the present Majlis. On 4th January 
‘2 resolution was tabled in the Majlis calling on the Government not to use the Prime Minister's 
full powers to dissolve the present Majlis. Next day Dr. Musaddiq broadcast a violent speech, 
attacking the sponsors of this resolution as foreign agents and duly received a vote of confidence. 

11, He followed up this success on 8th January by requesting an extension of his full 
powers for further year. This provoked furious opposition, not only from Dr. Baga’t and 
his friends but also from Kashani, who on 18th January sent’a letter to the Majlis declaring 
the proposal unconstitutional. Maki threatened to resign his seat in the Majlis. Mussadiq, 
however, was able to put the whole machine of “ public opinion ” (telegrams {rom the pro- 
Vinces, meetings in telegraph offices and so on) into operation and in a asserted 
that these full powers were necessary for his oil negotiations. On 19th January the Govern- 
ment secured a vote of confidence by $9 votes to |, with 6 abstentions. Kashani thereupon 
‘addressed a second letter (o Dr. Musaddiq. pointedly reminding him of his previous opposition. 
to the delegation of power from the legislate 10 the exceutive, and stressing the dangerous 
precedent set up. In.a broadcast on 22nd January, Dr. Musaddiq pointed. out that all legisla- 
tion promulgated under his full powers was subject to Majlis approval within three months. 
On the 27th Musaddiq and Kashani issued a joint statement stressing the need for unity in the 
national cause. 

12, The rift within the National Front had thus been at least covered over for the time 
being, but it had lasted for two months and produced a consistent line-up of forces on both 
sides.” The opposition had been led by Dr. Baga’ and included Kashani and his lieutenants. 
Dr. Musaddiq Was supported by Dr. Shayigan, by the Iran Party and by Maliki and his Third 
Force,” a split from Dr. Baqa''s party. Makki, unwilling to compromise his influence with 
cither side, sat consistently on the fence, and was absent from the Majlis when the final vote 
of confidence was taken, Neither side attempted to secure Tudeh suppcrt, and Baga’i and 
Kashani's lieutenants had spoken out against the Tudeh, Kashani’s personal attitude to the 
Tudeh Party had, however, remained equivocal, 


13. The Tudeh Party have been marking time during these two months and their demon- 
strations have not been notably successful. They could not secure much support for anti- 
Government demonstrations on "Azerbaijan Day (12th December). But ther newspapers 
continue to appear in spite of the new and more stringent press law, which was passed at the 
bepinning of December. Their propagtnda has followed the stock lines—attacks on American 
timo a ocya sc paca on Pla Yo one Gorin: a a Aaa ok 
suppressing the " masses” wit gslation. In their campaign against the int 
security law and the press law the Tudeh were on common ground with Baga’i and his fol- 
Towers, but the Party do not appear to have made any serious attempt to profit by the dis- 
sensions in the National Front and Tudeh newspapers attacked both factions indifferently as 
“two wings of the ruling clique”. I was notable that the Tudeh vigorously supported the 
feminist " votes for women” campaign, though they thus forfeited the sympathy of the 
Kashani faction. However, it does not appear that any such attacks were made on the person. 
‘of Kashani and one pro-Tudeh paper took the occasion to praise his * anti-imperialist past. 

14, A message from Kashani was read at the Vienna Peace Conference where Persia was 
represented by, among others, two Shia divines. On the return of the delegation, one of these 
divines was met at Qum with some hostile demonstrations and was exiled to Shiraz. 


Economie Affairs 

15. According to information given in confidence to United States sources the addition 
to the note circulation over and above the previously authorised total was, at the end of 1952, 
1,500 million rials, one-third of which was held in the note reserve. The Government continue 
to deny reports, in connection with the mission of Monsieur Gutt, that additions to the note 
issue were being contemplated. The Persian economy may now be reaching the point where 
inflation will no longer be masked by large stocks of goods and indeed the Bank Melli have 
already taken the deflationary step of selling gold on the open market, 

16, The Budget for the next Persian financial year which begins on 2Ist March, 1953, 
was presented at the beginning of January Although the Minister of Finance announced in 
the Majlis that the contemplated deficit was only 54 million rials, the detailed figures published 
‘on Sth January would appear to show a much larger deficit, receipts being only 75 per cent. 
of expenditure Figures offoregn trade fr March November 1952 published by the Persian 
Government on 29th December show a visible deficit of only 160 million rials (approximately 
££1,600,000). These figures taken together confirm the impression that it is the internal rather 
than the external balance which has suffered from the stoppage of foreign oil sales. 
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MONTHLY SUMMARY 
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2 Eastern Department, 


(Confidential) March 17, 1983. 

The United States Ambassador again put forward proposals for the settlement of the oil 
dispute agreed between the United States Government and Her Majesty's Government : but 
the Persian Prime Minister once more started to go back on his previous statements. His 
failure to reach a settlement began to weaken his internal position and there was such open 
resistance to him that he narrowly escaped a fall at the end of the month. 


Foreign Affairs 

2 On 2nd February the Soviet Embassy in Tehran replied to the Persian note about 
the Caspian fisheries, accepting the Persian refusal to renew the concession but stressing the 
benefits conferred by it on Persia and drawing attention to the provisions which prevent Pei 
‘Biving the concession to any other foreigners or employing them in it for a petiod of twenty-five 
‘years. Both the Soviet and Persian Governments at once nominated representatives to discuss 
the liquidation of the company, but by the end of February no offers had been made by the 
Soviet side to buy Persian fis, which was reported to be piling up unmanageaby. The Soviet 
Government contributed on a generous scale to alleviating distress caused by the earthquake 
and to the current anticlocust campsign. 

3. The United States Government found themselves in hot water when the New York 
Times secured the text of a private letter to the State Department from a retired United States 
diplomatist, who suggested the establishment of an independent State in South Persia with a 
‘Western orientation. It was quite easy for the State Department to reply that the writer had 
no longer any official position and had written in his private capacity, but less easy to explain 
Why the item had been carried on the "Voice of America.” 

4. There were reports of friction on the Persian-Iraqi frontier in Kurdistan and a clash 
involving loss of life on 6th February. The Persian Minister for Foreign Affairs protested (o 
the Iraqi Embassy. 


out 

5. Dr. Musaddig, having as good as rejected the offer made to him in January, began 
to make American flesh creep with hints of what he would do failing a more palatable proposal. 
He would sell oil at a 50 per cent. discount : he would even sell it to anybody at any price 
he could gst. These threats, coupled with the greater number of tankers now available to 
carry Persia's oil, were not without effect on the United States Government. They pressed 
Her Majesty's Gavernment to follow up Musaddig’s suggestion, referred to in paragraph 7 of 
the last political summary, that he might consider including future profits in the terms of 
reference for arbitration if some ceiling could be put on the compensation award commensurate 
with Persia's ability to pay. Eventually, Her Majesty's Government agreed that Mr, Henelerson 
could put to Dr. Musaddig, as an alternative to the original proposal of 15th January, a new 
suggestion designed to limit the period over which compensation would be payable and to 
allow the Persians to pay it partly in oil. The United States Government, for their part 
tundertook to support these proposals fully and to disengage if Dr. Musaddiq rejected them 
‘When the proposals were submitted to him on 20th February, be blithely ignored his previous 
undertaking, objected strongly to the terms of reference for arbitration, and later even had the 
audacity to protest against the mention of a United Kingdom Nationalisation Law—an idea 
which he had himself originated. Later (23rd February) he attempted to start a new hare by a 
proposed redraft of the terms of reference, but without being prepared to state that, if he were 
‘met on this, he would accept the rest of the proposals as they stood, Mr. Henderson gave him 
practically no encouragement. A. specimen of Persian ‘*counter-claims" was given by a 
report that the Persian customs calculated the duty due from the Anglo-Lranian Oil Company 
at about £70 million 

6. On 14th February the Italian tanker 5%, Miriella unloaded her cargo of furnace oil 
at Venice, Legal representatives of both parties to the dispute were awaiting her, and the 
‘Anglo-Iranian Oil Company succeeded in immobilising the oil pending the hearing of an 
application for its judicial sequestration. 


Internal Affairs 

7... The split among Musaddiq’s supporters which had so wide in January proved 
to have been temporarily covered over. Early in February a number of Deputies who had 
‘opposed Musaddiq before resigned from the parliamentary group of the National Front and 
Kashani made it plain that he had not abated his opposition to Dr. Musaddiq's full powers. 
“The two parties were clearly ranged against each other in the debates on probibition, on which 
Kashani’s supporters insisted ; Government spokesmen referred to the prospective loss of 
revenue (about £2} million a year) and enjoined caution : but the Bill passed the Majlis on 
8th February. The discontent of two other groups became politically important—the army 
‘officers, nearly 1,200 of whom have now been forcibly retired since July 1952, and the civil 
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secyants, whose salaries and positions Musaddig was menacing. The officers’ grievances were 
Voiced in the Majlis by. among others, Mr. Mir Ashrafi, who is held to speak for the Court ; 
and on 22nd February the Majis debated the grievances of the civil servants with resultant 
disorder and uproar. Meanwhile, fighting had broken out in Khuzistan between Government 
forces and a dissident Bakhtiari chiet and his followers. i 

8. In the middle of the month rumours began to circulate that Dr. Musaddiq's oil 
negotiations were about to break down and at once weakened his position. The over-ambitious 
General Zahedi seems to have been very active in promoting opposition, encouraged possibly 

the Shah or some members of his entourage. AC any rate, this was what Dr, Musaddiq 

affected to believe and from about 19th February onwards the Government propaganda 
‘machine launched a full-scale attack on all those opposing Dr. Musaddiq, as foreign agents 
and saboteurs of the oil negotiations, and on the Court in particular. A more definite quarrel 
‘was picked with the latter by Government pretensions to appropriate Crown property. Dr. 
Musaddiq.pechaps calculated that he would soon intimidate the Court, whose capitulation 
‘would discourage the others, In a long audience with the Shah on the 24th he evidently 
threatened to resign and secured an undertaking by the Shah to leave the country, for a time 
‘atleast. The Shah's intention was kept secret until the morning of 28th Febuary (the day of 
his intended departure). As soon as the news reached Kashani (according to, newspaper 
feparts, in Jeter fram the Shah) he summoned an emergency meeting ofthe Mais and soon 
had demonstrators on to the streets clamouring professions of loyalty, until the Shah announced 
that, in deference 10 public opinion, be would not go on his proposed journey. The mob 
then, under the leadership of certain retired army officers, repaired to the house of Dr. Musaddiq, 
‘who considered himself threatened and took to flight in his pyjamas. His confidence returned 
‘over the next couple of days and by 3rd March it was clear that Kashani and the elements 
that had supported him had suffered a reverse. The Todeh had taken the occasion to demon- 
strate against the Shak, but Dr. Musaddiq’s supporters had in the main rejected their alliance, 
fand as soon as oeder was restores there were Widespread arrests of Tudeh partisans, as there 
Wwere of dissident army officers, 

‘9, On 12ch February there was an earthquake at Torud (near Shahrud, about 300 miles 
‘cast of Tehran), which was reported to have cost over a thousand lives, 


Keonomic 

10. It does not appear that the budget mentioned in paragraph 16 of the last summary 
hus yet been discussed by the Majlis. Meanwhile, the Persian Government has still not 
‘officially admitted to the issue of notes over the authorised total = but the Governor of the 
Bank Melli, who on 2nd February denied any such issue, later admitted that the Gutt mission 


nended san increased note circulation, while adding that the bank would not encourage 
Innaiion, Newspapers reported decision to add Bay in 1 craton, Tlacn, 
in fact, continued, and. both © i jn rial value 
in fact, continued, ipa ans Paria seven 


5 th. ‘selling gold on 1Gth February, whi 
$ rrlyralsed gold pres and adverse reports Of the ol negotsons (and the immobication 
‘of the Mirie/la's oil) affected foreign exchange rates. an Lala asia 

announced that ‘would begin in rear fa 

on td Taba him Misneh to Mavsgich, whick should be completed in four months, 
‘Thereatter, rails would be laid (when available) on the Meshed line from Shahrud to Nishapur. 

12, Dr: Fntim announced that Mr, Abul Hast Thi, ately Persian Ambassador in 

we ‘prosecuted for an ction of duty during his governors 

Bene wel Wor ‘sterling Aer oma Mr. Ibtihaj is, in fact, n0 fest fervent, though more 
intelligent, a nationalist than Dr, Musadiq, and the motive of this attack is probably political 
‘and personal dislike. He and his wife were close to Princess Ashraf, and his quick temper, 
LUncompromising honesty and somewhat autocratic behaviour have long made him unpopular 
‘with politicians. 
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ht Eastern Department, 
May 7, 1983. 
od has seen a continuation of the internal struggle for power between Dr, Musaddiq 
and hs ponents strugae which has expresed sel principally inthe quarel between the 
Prime Minister and the Shab, and is not yet resolved. 


pe twiet if this strugale dates from February 19 (paragraph 8 of 
2. The present phase of this strugale for power dates from February 

the Monthly. ceeeree Persia for February 1953; EP 1017/2), when Musaddiq chose to 
bring his long-smouldering quarrel with the Shah to a head. His previous toleration of the 
Shah was prompted by political opportunism. There is, however, little doubt that he has 
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consistently been trying to undermine the Royal authority and prestige. So long.as the clements 
surrounding the Palace were composed of those whom his National Movement had eliminated, 
‘or was threatening to eliminate, from public life, or of thase who held it to be in Persia's 
interests to side with the West, Musaddiq probably did not consider it wise to break openly 
with the Court. But when National Movement politicians such as Kashani and Makki, who 
are strongly xenophobe, and who had hitherto supported him, also began to turn towards the 
Court, it became a different matter, and he began to fear that at a suitable moment the Shah 
would turn against him. In the difficult position of having to reject our latest proposals of 
February 20 for an oil settlement, Musaddiq probably thought it safer first to demolish the 
Court, thus abolishing what he thought to be the centre of opposition to him, before breaking 
‘off oil negotiations. 

3. His plan cannot so far be said to have fully succeeded. Having tried, and failed, to 
obtain & quick vote of confidence at the beginning of March, he headed off further opposition 
{n the Majlis by ensuring that the absence of his supporters prevented a quorum. A conciliation 
body, known as the “ Committee of Eight ”, was then set up, consisting of both Government 
and Opposition deputies. At a closed session of the Majlis on March 12 the Committee of 
Eight presented a report on its efforts to settle differences between the Court and the Governi- 
ment. This report stated that, since it was the Government rather than the Shah which had 
responsibility for the running of the country's aflais, "itis evident that responsibility for the 
administration of the civil and military affairs of the country is not within the dignity of the 
Sovereign”. When the Government sought to have the report considered in an open session 
‘the Opposition, using Musaddiq’s own weapon, left the Majlis, thus bringing the sitting to a 
close through lack of a quorum. ‘The Opposition, though not truly united, have continued 10 
refuse to let the report be debated in the Majlis, while Musaddig is ly still determined, 
10 bring it to a vote as a test of his strength. ‘On April 6, broadcasting to the nation on his 
relations with the Shah, he called for approval of the report, and attacked the Court and the 
‘Opposition, The Minister of Court defended the Shah in a press statement on April 7. Ths 
‘Opposition have riposted by carrying on a “war of nerves”, including the circulation of 
rumours about Musaddiq’s death or resignation, attempts to raise embarassing questions in 
the Majlis about his full powers and the extension of martial law in Tehran, and even on one 
‘occasion open criticism in the Majlis of the Government's handling of the oil disput 


4. Musaddig in 1urn succeeded in forcing the Shah's Minister of Court, Hussain Ata, w 
resign on April 23, thus removing an opponent who has striven hard to stiffen the Shah's 
resistance to the Prime Minister's attacks on the position of the monarchy, 


$._ A further stage in the struggle was reached with the murder at the end of April of 
the pro-Musaddiq Chief of Police, General Afshartus. “Musaddiq can be expected to use this 
‘as.a pretext further to attack his opponents ; in particular he has ordered the arrest of General 
Zabedi, who was openly spoken of as his successor, and who indeed has, in revent weeks, been 
the rallying point for various Opposition elements. General Zahedi has taken refuge in the 
Majlis, an action which may well bring about a crucial test of strength between the Opposition 
and the Government. 

6 On April 6, the administration of tribal affaits was by decree transferred to the 
Ministry of the Interior from the army. . Nothing appears to have been done so far to implement 
the decree, which would appear to be part of Musaddiq's campaign to draw away support from 
the Shah and to concentrate as much power in his own hands as possible. 


out 

7. On March 20, after several false starts, Musaddiq eventually announced his refusal to 
accept the proposals for an oil settlement handed to him by the United States Ambassador at 
Tehran on February 20. He refused again to allow the terms of reference, on the basis of 
which the International Court of Justice would assess compensation, to be framed so that the 
court would be free to take into account the loss of the company’s 1933 agreement, There is 
‘no doubt that Musaddiq was apprehensive of the effect which a rejection of the proposals 
‘might have on his political position, and he has since March 20 tried, by summoning the United 
States Ambassador to discuss various small matters, to give the appearance that the oil dispute 
has mot reached stalemate, For the same reason he has tried to discount the Anglo-United 
States communiqué from Washington of March 7 which described the proposals of February 20 
‘as reasonable and fair ™. 


8. The decision of a Venice court on March 11 not to grant the Anglo-tranian Oil 
Company's application for judicial sequestration of a cargo of Persian oil unloaded there on 
February 14 from the Italian tanker Mirilla was joyfully received in Government circles in 
Tebrap, who have used it to the full to strengthen their political position. The main case on 
the ownership of the oil comes before a Rome court on May 19. The Miriella arrived in 
‘Venice with a second cargo on April 10, and another Halian tanker, the Alba, discharged 
10,000 tons of Persian crude oil at Leghorn on April 8. 

9. A Japanese tanker, the Nissho Maru sailed from Abadan for Japan with a cargo of 
petrol and gas ofl on April’ 13. The Anglo-Iranian Oil Company intend to take legal action 
we, the vessel arrives at a pane port. Her Majesty's Government are in close ch 
with both the Italian and the Japanese Governments about these deals. 

















10. ft was announced on April 27 that for a period of six months oil would be sold to 
Japan and the United States against United States dollars at a discount of 50 per cent. ft had 
Already been announced on April 12 that the Supor Company would be given a discount of 
$0 per cent. on oil carried in the next six months as a mark of the Government's gratitude 
Tor the company’s success in shipping oil in the Mirella. 


Foreign Affairs ; ; 

11. The SovietPersian Commission set up to liquidate the Caspian fisheries does not 
appear to have made progress. It is reported that the Soviet members have received instructions 
to make proposals for the purchase of fish and fish products. Press speculation on the likeli- 
hhood of a Soviet-Persian rapprochement as a result of a satisfactory settlement of the Caspian 
fisheries question and as.a counter to" American support of Great Britain ", evoked a statement 
by the Minister for Foreign Affairs at a press conference on Aprit 7 that there was no change in 
the Government's foreign policy, which was “ based on reciprocal friendly relations with all 
countries and on the preservation of Persia's rights 

12. A Persian protest to the Lragi Government on March 9 about the alleged existence 
of a British espionage centre at called forth a statement by an Iraqi official at @ press 
conference on March 15 that such roports were totally unfounded. Tle hem 

13. On April 15 a mob stormed and sacked the Shiraz office of the United States Technical 
Co-operation ‘Ninnistaon, No United States ives wer los although United States citizens 
had an uneasy thirty-six hours, several of which were spent in the Garden of Heaven, a villa 
(on the outskirts of the town where they had been forced to take refuge. A strong protest by 
the United States Ambassador produced abject apologies from the Prime Minister, who 
claimed that the mob had been incited by “ British ageats ". 


Economic 

14, ‘The Government have continued to meet their monthly wage bills, mainly by drawing 
fon the Issue Department of the Bank Melli and on foans from other Government funds. 
Prices are beginning to reflect the inflationary effect of the extra note issue, but competent 
Persian officials are of the opinion that the position will not get out of control for nine oF 
twelve months, 

15, A Japanese trade delegation of officials and business men on a tour of the Middle 
East visited Tehnan at the beginning of March. The delegation’s spokesman said their purpose 
‘was to lay the foundations for Future commercial relations as part ofthe forthcoming resumption 
of diplomatic relations between Japan and Persia. 
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June 16, 1953. 
Internal Affairs 

The struggle for power bsineen Musadda an bi goponen {paragraph | of the Monthly 
Summary on Persia for March-April, 1953, EP 1017/3) continues. It flared up at a Majlis 
meeting on May 10. Government. supporters, trying 10 force through the report of the 
Committee of Fight", which would sirengthen Musacldiq’s, and diminish the Shah's, control 
of the armed forces, ran into a barrage of interruptions from the Opposition, who sveceeded 
in bringing the meeting to a disorderly close, A week later, however, the Government, 
perhaps hecoming sensitive Lo Opposition charges that they were not allowing the Majlis to 
Sperate in a democratic manner, allowed prominent Opposition Deputies to make speeches 
strongly attacking Musaddiq, 

2. Outside the Majlis, Mussdiliq has fared better. On May 9 be forced the Shab to 
transfer the Royal estates to the Government, a project which bas long been dear to him, as a 
large landowner, as a way of holding up the Shab’s plans for the distribution of Crown lands 
to the peasants.” He was assisted in this by Amini, the newly appointed Acting Minister of 
‘Court, who is of less support to the Shah than his predecessor, and who is mainly concerned to 
advance the interests of the powerful Amini family. With this victory over the Shah, Musaddiq 
can be said to have won his battle with the Court. He has stopped all contact between the 
Shah and the army, he has virtually exiled the members of the Royal family, he has got rid 
of the former Minister of Court, Husain Ala, and has, at least temporarily, rusticated the Shah 
to the Caspian whence he teturns to the capital from time to time only to carry out formal 
duties. 


137 


3. The publication of a decision of the Civil Courts to acquit twenty-three Tudeh leaders 
who had been condemned by a military court four years ago caused a sensation in political 
ireles. ‘The Opposition seized on this as proof of an understanding between Government and 
the Tudeh Party, and several pro-Government newspapers have not hesitated to join in these 
attacks. In the face of this, the public prosecutor on May 18 made a statement disclaiming 
any foreknowledge by the Government of this decision by the civil courts, and adding that the 
Government continued to regard the Tudeh Party as illegal. This was followed by ancther 
statement by Fatemi, the Minister for Foreign Affairs, assuring the public that the dectee issued 
five years ago, making the Tudeh Party illegal, still holds good. The Government found it 
necessary to inspire a third and similar statement by the Minister of Justice on May 23 in order 
to allay wide public anxiety 

out 

4. In an interview with the United States Ambassador on May 31, prior to his departure 
for Washington on a month's leave, Musaddig said he was no longer interested in a settlement 
of the oil dispute, and made it clear that in his view no settlement acceptable to the Persian 
people was possible at the present time, in view of the British attitude on compensation. 

5. On May 27 a Tokyo court rejected an application by the A.1.0.C. for the judicial 
sequestration of the oil unloaded from the Japanese tanker Nissho Maru. The A.LO.C. are 
appealing against this decision. The Japanese Government have undertaken neither to grant 
allocations fr foreign exchange for Persian oll rom May |. nor to permit barter deals involving 
Persian oil. The Nissho Maru is however, now making a second voyage with ofl purchased 
from a doliar allocation made prior to this undertaking. 

Foreign Affairs 

6. Mr. Dulles did not visit Persia on his recent tour of the Middle East, but was joined 
in Karachi by Mr. Henderson, the United States Ambassador at Tehran. The latter, on his 
return, issued a statement on Mr. Dulles’ behalf, expressing regret that he was not uble to 
visit Persia, sympathy for the struggles of the Persian people to maintain their independence 
‘and realise’ their national aspirations, and anxiety that Persia would be able to solve her 
problems “on a basis compatible with principles which normally govern relations among 
those nations forming part of an interdependent world community". The Government have 
interpreted this statement as a sign of United States support, and the Opposition have made 
full play of the fact that Mr. Dulles did not visit Persia. 

7. During his interview with the United States Ambassador, on May 31 (see paragraph 4), 
Musaddiq demanded to know whether, in the absence of an oil’ settlement, the United States 
‘would be willing to give Persia financial and economic assistance. Mr. Henderson replied 
that this would be extremely difficult in the absence of any sign of willingness on the part of 
the Persian Government to pay a substantial amount of compensation for oil nationalisation 
Miscellaneous 


8. The Swiss Legation at Tehran, after months of efforts on our behalf, succeeded in 
arranging for the release from prison and expulsion from Persia of a British subject, Mr, 
Navarra, who was imprisoned last December on vague charges of espionage. 

9. A further example of the present Persian Government's elimination of British influence 
was the eventual expulsion on May 26, after months of pressure, of the Anglican Bishop in 
Persia, Bishop W. Thompson, who had spent many years in the country. 
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July 13, 1983. 
Internal Affairs 
Musaddiq has emerged from this month's political rough and tumble with at least a 
temporary increase of his power and prestige. Although on Juine 7 the Opposition once 
‘gain disrupted the Malis delteraions on the Bil for curbing the Sal's powers (the report 
the * Committee of Eight”), Musaddiq had the last word when on June 19 he staged a 
large public demonstration which strengthened his hand, On July | Musaddiq succeeded in 
having Muazzami, who can at the moment be counted as one of his supporters, clected as 
‘Speaker of the Majlis in place of Kashani, who has come out in increasingly open opposition 
to the Prime Minister. This not inconsiderable victory has for the present made it 
for the Goverment to attack or by-pass the Majlis, and it will assist them in heading off 
‘embarrassing parliamentary moves by the Opposition. 























2. There have been no new developments in the oil dispute in the period under review 


Foreign Affairs 

3. The unexpected return to Tehran on June 10 of the Soviet Ambassador, M. Sadchikov. 
and his interview with Musaddiq next day, caused widespread speculation. There is no 
confirmation of repeated suggestions in the Persian press that as part of a détente in Soviet- 
Persian relations, M. Sadchikov offered economic aid, revision of the Soviet-Persian Treaty 
of 1921, the return of Soviet-held Persian gold and the settlement of minor frontier disputes 
It seems likely, however, that the last was discussed. 


Economic Affairs 

4. On June 28, the Persian Government issued a decree fixing the export exchange rate 
at 100 rials to the United States dollar. It was also announced that a strict import licensing 
system will be introduced, for essential goods from August 23, and non-essential goods from 
Oetot This move is a result of the continued and increasing rise in rates of foreign 
exchange, 

5. On June 10, before M. Sadchikov’s return, an agreement was signed in Tehran 
between the Soviet and Persian Governments for the mutual supply of goods over the current 
twelve month period. According to press reports, the agreement envisages a considerable 
increase in trade between the tWo Countrics in comparison with the preceding year, and includes 
goods " traditional " in Soviet-Persian trade. 

6. IL was announced on June 4 that a Clearing Agreement totalling $500,000 equivalent 
between Persia and Israel had been signed in Tehran, 

7, A new Franco-Pensian Trade Agreement was signed in Tehran on June 16 to replace 
the old agreement of April 1952 





